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restore masonry walls 


with non-critical materials 


‘NO priorities required i 


Many masonry surfaces are being ne- 
glected today under the impression 
that their repair must be put off for the 
duration. This delay and greater ex- 
pense later is entirely unnecessary. 


WATERFOIL, a scientific contribution to 
masonry protection, was released by 
the A. C. Horn Laboratories after 10 
years of laboratory and field develop- 
ment, and meets today’s needs. It is 
manufactured of irreversible inorganic 
gels, which “weld” themselves mechan- 
ically and chemically to concrete, 
stucco or brick surfaces. These materials are non-critical. They require 
no priorities and are available now. 


WATERFOIL is not just a coating like paint, but it becomes an integral part 
of the masonry surface — forming a hard, heavy, microscopically fine- 
textured protective surface — which can be applied by any careful work- 
man. No primers are used. WATERFOIL is backed by a nationally known 
company with 47 years experience. Thousands of important buildings 
and millions of square feet of surface have been protected by Horn 
Products. Tell us of your masonry conditions — we will give you our 
expert advice. Literature on WATERFOIL is available — write us today. 
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= a ESTABLISHED 1897 


THE UNIQUE TREATMENT FOR EXTERIOR MASONRY SURFACES 

















ANG BNET ACT a 





November 11, 1943 


Public Utilities Fortnightly 








These Regulators Save Precious Fuel 


Vv 


Certified by A. G. A. 
Testing Laboratory. 
Sizes 4" up. Descrip- 
tive folders supplied 
free for your trade. 
Write for Catalog 
and Prices on Barber 
Conversion and Ap- 
pliance Burners, and 
Regulators. 


G’s saving should be a matter of self-interest to the con- 
sumer at any time. But under war conditions, with a 
superimposed load taxing nearly all facilities, strict fuel con- 
servation becomes practically the law of the land. Today, on 
hundreds of thousands of commercial and household appli- 
ances, and on countless pieces of industrial equipment — 
Barber Pressure Regulators are helping to accomplish this 
vast conservation job. The good qualities of Barber Regulators 
are now appreciated as never before. 


Our facilities are now mainly employed on war work. For 
those limited purposes for which our regular line of products 
is permitted, we shall continue to supply them. Later, when 
normal conditions are restored, Barber will furnish its cus- 
tomary service to the trade on high quality Burners and Regu- 
lators. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


BARBER oarssunre REGULATORS 


Barber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
DS ES 
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RILZAID always assures you 
easy adjustment to pipe size... 


That RIEAID guarantee 
Guaranteed not only saves you ll 
housing prevents 
bindirig of wrench housing troubles, 
hookjaw or nut repairs and expense, but it 
guarantees efficient wrench 
performance. The housing 
won’t break or warp, so the 
full-floating hookjaw and 
adjusting nut always work 
freely and easily — in all 
sizes, 6” to 60”. But you get 
also the advantage of the 
no-slip jaws, handy pipe 
scale on hookjaw and com- 
fort-grip I-beam handle — 
your men enjoy using the 
RIESID that saves time, 
work and money. Ask for 
it at your Supply House. 


New RIGAID Strap Wrench for 
polished pipe or tubing—easy positive 
operation—typical RIMAID features. 





THE RIDGE 


eID 
[spire roots + 
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Pages with the Editors 


[' it were not too busy with important war 
work at the moment, the Tennessee Valley 
Authority would probably be taking more 
formal notice of the fact that the year 1943 
marks its tenth anniversary. TVA has come 
a long way in a single decade. It has gathered 
strength and prestige. Some observers even 
see signs of a spirit of maturity, relatively con- 
servative in tone for a government experiment 
in socialized industry, beginning to set in as 
TVA prepares to go into the second decade of 
its existence. 


Ir hardly seems ten years ago since we heard 
former Senator Norris pleading with his fel- 
low colleagues in the upper chamber to author- 
ize a bare $50,000,000 to establish the TVA. 
Today TVA expenditures have passed the 
half-billion mark and its projects harness the 
Tennessee river and its tributaries at more than 
a dozen places. TVA’s legal victories during 
the first ten years of its life have also been im- 
pressive. It seems only yesterday when we 
heard TVA _ Special Counsel John Lord 
O’Brian concede in questioning before the 
U. S. Supreme Court that TVA operations of 
steam plants, as distinguished from hydroelec- 


OSWALD RYAN 


The air age ahead requires deep consideration 
of regulatory as well as technological progress 
in aviation. 

(See Pace 605) 

NOV. 11, 1943 


J. A. WHITLOW 


Is TV A’s success based on a record of 
equivocation? 


(SEE Pace 597) 


tric plants, would probably be constitutionally 
untenable. Today such concessions, in the light 
of TVA court victories, appear rather naive. 


THE outbreak of World War II and our 
own eventual involvement undoubtedly helped 
TVA to consolidate its economic position; but, 
on the other hand, there is little doubt that the 
availability of TVA power in the Tennessee 
valley helped the impetus of our nation’s war 
effort. It was a somewhat unforeseen marriage 
of convenience and necessity, so to speak. 


¥ 


ow that TVA has arrived and is definitely 

here to stay, we have reached a point 
where it is perhaps permissible to appraise this 
great experiment in the light of~ hindsight. 
Have the expectations of TVA advocates been 
justified? The first instalment of a somewhat 
critical analysis along this line begins in this 
issue of the FortTNIGHTLY, written by J. A. 
WHITLow, manager of the Tulsa district of 
Public Service Company of Oklahoma from 
1923 to the present, and vice president and 
member of the board of directors of that or- 
ganization, 
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RILEY STEAM GENERATING UNIT 





TYPICAL RESULTS 


from a 


RILEY 
Steam Generating Unit 


Actual Results Almost Always 
Exceed Guaranteed Performance 


Actual Guaranteed 
Efficiency 89.1 % 87.2 % 
Loss M in fuel 29 18 
Loss due Hydrogen. 3.54 
Loss M in Air A : 
Dry Chimney Loss... 5. 5.80 
Other Losses : 2.70 


Above results are from the pulver- 
ized coal fired Riley Steam Generating 
Unit Illustrated. 


Steam Capacity, 330,000 |bs./hr. 
Steam Pressure, 900 Ibs. at Super- 
heater Outlet. 


Steam Temperature, 905°F. 


Typical Riley Steam Generating Unit. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA WASHINGTON, D. C. BUFFALO CLEVELAND DETROIT SEATTLE 
ST.LOUIS CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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PAGES WITH THE EDITORS (Continued) 


Mr. WuiTLow was born and reared on a 
farm in western Missouri and after attending 
normal school and teaching for several years, 
he graduated from a course in electrical engi- 
neering at the University of Missouri, to which 
he later returned as assistant professor of elec- 
trical engineering. He has also served as chief 
engineer and acting commissioner of school 
buildings for the St. Louis board of education 
for several years. He had some experience as 
the head of the utility rate department of the 
Missouri Public Service Commission, and dur- 
ing World War I was an administrative engi- 
neer in Missouri for the Federal Fuel Ad- 
ministration. After World War I he served 
five years as operating superintendent and rate 
consultant with the Arkansas Power & Light 
Company before joining his present organiza- 
tion in 1923. 


¥ 


eye RYAN, author of the article entitled 
“Regulation of Our Common Carriers of 
the Air,” which begins on page 605, is at pres- 
ent a member of the Civil Aeronautics Board 
—the Federal commission which regulates in- 
terstate air carriers. But he undoubtedly will 
be more readily recalled by many of our read- 
ership for his tour of duty as general counsel 
of the Federal Power Commission, during 
which he took occasion to write a number of 
articles on the regulatory work of the FPC for 
this magazine. 


Mr. RYAN is an Indiana lawyer, writer, and 
former member of the European Immigration 
Commission, and honor student of Harvard 
from which he graduated in 1911. Mr. Ryan 
later studied at Harvard Law School and was 
for a time a teacher of American history at 
Harvard University. Afterwards he plunged 


LARSTON D, FARRAR 


Problems of racial discrimination in employ- 
ment are not being given a duration soft pedal. 


(Sree Pace 619) 
NOV. 11, 1943 


J. E. BULLARD 


Are hydroelectric dams becoming obsolete in 
modern warfare? 


(Sree Pace 611) 


into professional and civic activi‘ies in Indi- 
ana. He is a leader in the American Legion, 
of which he is a past national officer. He he- 
came general counsel for the FPC in 1932. He 
served at this post until his appointment to the 
CAB in 1938. 


¥ 


W HEN the RAF last May in a lightning 
attack destroyed the Eder and Moehne 
dams in the Ruhr valley in Germany, it touched 
off an argument which has been going at a 
lively pace ever since in both military and 
electric power industrial circles. The argument 
is simply this: Are hydroelectric dams becom- 
ing so vulnerable under modern methods of 
warfare that their further construction should 
command serious consideration of national de- 
fense factors? J. E. BuLrarp in this issue 
(beginning page 611) gives us a thought-pro- 
voking discussion on this subject. 


Mr. BuLtarp is a graduate of Brown Uni- 
versity, PhB, ’03, who, after considerable ex- 
perience with the sales ‘and managerial organi- 
zations of a number of public utility companies 
in the United States, decided upon his return 
from France after World War I to devote 
his time to free-lance writing, specializing in 
business articles. He now makes his home in 
Central Valley, New York. 


THE next number of this magazine will be 
out November 25th, 


Au, Colla 
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WHICH ? | 
an ? ie 
ae. 4 = MANNING 
‘ea TABLE PLAN. 
MAKES 
SELECTIVE SERVICE 
SELECTIVE ! 


Allows you, plus Selective 
Service, to determine which 
of your employees may be 
drafted and when. 


+ on & 


KARDEX PROVIDES MANNING TABLE FACTS 
IN ONE CENTRAL SPOT! 


The Kardex Manning Table Record 
System is expressly designed to han- 
dle this job quickly, accurately. 
Easily set up, easily maintained by 


your present Personnel Department 
Staff, this Kardex System provides 
in one central place, all the infor- 
mation needed for preparation 
and maintenance of Manning 
Tables and Replacement Sched- 
ules. Write today for our free, 
fully informative Manning 
Table Folder! 


MO La bane 
* Wer son 
Saviay yp 
¥ Se OMe Mette O50, . 
atar 


OVER 90% OF VITAL FACTS SHOWN 
ON KARDEX VISIBLE MARGIN: 


1. Job Title 8. Dependents 

2. Month prepared to 9. Selective Service Class 
replace employee 

3. Job Code Number : 

4, Job to be re-engineered 11. Degree essential 

5. Color of employee 12. Board Number 

6. Handicapped 13. Birth date 

7. Marital Status 14. Under age or Over age 


10. Up-grade or transfer 
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SOOT BLOWERS 





Last fall a check was made 
by Vulcan engineers on a soot- 
blower unit installed 4 years 
before in a twin furnace steam 
generator job at Oil City, Pa. 


The engineers found that 
the unit had completed its 4th 
year of operation without one 
instance of servicing, repair, 
or maintenance having been 
required. 


Because of the advance de- 


sign of this boiler, involving 
new features in soot-blower 
design and construction, 
Vulcan engineers had inspect- 
ed the installation regularly 
for many months. But the en- 
gineering was sound. No trou- 
ble of any sort developed. Op- 
erators reported perfect clean- 
ing, reasonable cost — and 
VULCAN Soot Blowers were 
again specified on a duplicate 
steam generator installation! 


Write for Details Today 


BOIS - PENNA. 


SOOT BLOWERS 
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JostaH _W. BAILEY 
U. S. Senator from North 
Carolina. 


WILFRED SYKES 
Vice president, National Assocta- 
tion of Manufacturers. 


RAYMOND MoLEey 
Associate, Newsweek. 


Eric JOHNSTON 
President, U. S. Chamber of 
Commerce. 


JaMEs LAWRENCE FLy 
Chairman, Federal Communica- 
tions Commission. 


AsuHutTon B. Co.iins 
Writing in the Edison Electric 
Institute Bulletin. 


EpitorR1AL STATEMENT 
Broadcasting. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 


—MONTAIGNE 








“Tf there is extravagance in government, it is our 
[Senate’s] fault.” 


* 


“IT think there is evidence that when the struggle ends 
for the troops it will begin for free enterprise.” 


* 


“What the world needs is not the unitas or any other 
unit of international currency that Henry Morgenthau 
might think up, but an honest dollar that would produce 
trade.” 


® 


. we were thoroughly agreed that the biggest prob- 
lem will be that of mass unemployment after the war. But 
while he [Harold J. Laski, Socialist writer] would solve it 
through socialism, I would do it with free enterprise.” 


“Radio is that necessary catalyst upon which we shall 
rely to bring about a more sympathetic understanding 
among peoples. It would be harmful beyond prediction 
to have world radio restricted either by hiding behind a 
restrictive world policy or by allowing any individual 
national to go further and adopt restrictions of a more 
mechanical kind.” 


“ 


. 


“Businessmen have not learned how to get publicity. 
They have not learned how to make news. But govern- 
ment people are doing this while supplying only 13 per 
cent of the electricity of the United States, while you 
[electric companies] are furnishing 87 per cent. I wonder 
what kind of story they could make of it if they had the 
87 per cent and you the 13 per cent.” 


+ 


“What our free-thinking, liberal zealots fail to under- 
stand is that the radio audience—practically the entire 
nation—was not built by the FCC or its predecessor, or 
those who run the labor unions or big business, or the 
geniuses who devised the spectrum allocation. Rather it 
was built by the broadcasters. They built the programs 
and were sensitive to the wishes of the people. Radio must 
present a balanced programming structure, not a babble 
of voices ‘preaching, shouting, or lobbying.” 


12 
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The softening up process is carried out in devastating 
patterns of bomb bursts, planted with precision by deadly 
aircraft. They undertake destruction of enemy capacity to 
wage war, by striking ceaselessly—allowing no respite, 
no opportunity to rebuild, no future but futility and defeat. 


Incessant, heavy bombing requires countless preliminary 
hours of planning and figuring to keep at flood tide the 
: flow of fuel, supplies, spare parts, bombs, bullets, clothing 
Norden Bombsights and food on which success depends. 


Burroughs is manufacturing and s “ ‘ 
ddivalee te Geis Cenden To cope with this tremendous volume of figuring, Bur- 


bombsight—one of the most deli- roughs machines by the thousand are producing fast 
cate and precise mechanisms ever results that expedite the work, accurate results that meet 
devised. the rigid requirements of war. 

Precision-built accounting and 

figuring machines are also being BURROUGHS ADDING MACHINE COMPANY e DETROIT 
produced by Burroughs for the 
Army, Navy, U. S. Government 


sad cileat Vinal war acivboles B Uu Yr ro u oh * 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES - NATIONWIDE MAINTENANCE SERVICE - BUSINESS MACHINE SUPPLIES 
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14 REMARKABLE REMARKS— (Continued) 


Epwarp V. RoBERTSON 
U. S. Senator from Wyoming. 


EpiTrorRIAL STATEMENT 
The Hartford Courant. 


FREDERICK C. CRAWFORD 
President, National Association of 
Manufacturers. 


EpitoriAL STATEMENT 
Chicago Daily News. 


WILL1AM M. CARPENTER 
Economist, Edison Electric 
Institute. 


Epitor1aL STATEMENT 
The Wall Street Journal. 


NOY.. 11, 1943 


“We are fighting not for democracy; not for four, or 
five, or a dozen freedoms. We are fighting for our very 
existence as a nation.” 


¥ 


“, long-range planning at long distance is unwise. No 
matter how much care the bureaucrats may exercise, they 
cannot see a situation so clearly as local experts.” 


> 


“Given freedom of communicat on, we can freely pool 
our knowledge and theories. We can thresh out differ- 
ences in debate; we can work out formulas for concilia- 
tion and codperation. Withcut a free press, there can be 
no free political system. Without a free press, there can 
be no free economic system. Amer.can industry, when it 
reaffirms its faith in competition, thereby asserts its faith 
in something even bigger than this system of free enter- 
prise which has created the American standard of living.” 


¥ 


“The much-clouted ‘Power Trust’—or rather, the 
privately owned utility companies—is doing the bulk of 
the war job. Despite the hundreds of millions spent since 
TVA was established on government power plants and 
districts, the private outfits have five times the generat- 
ing capacity of the governmental power districts, and 
last year generated 157,680,800,000 kilowatt hours of elec- 
tricity compared to 19,732,900,000 generated by TVA, 
Bonneville, Grand Coulee, and the other government 
power outfits, big and little.” . 


¥ 


“|. . the outlook for the electric light and power indus- 
try during the immediate postwar years is becoming the 
subject of a steadily increasing confusion. Intrigued by 
the possibilities of the extraordinary technical progress 
of recent years, the public has lost sight of the fact that 
all permanent change comes slowly, that the momentum 
is so great that fundamental trends still persist, and that 
most of these new discoveries are competitive, either 
with each other or with existing applications—and all of 
them are more efficient.” 


¥ 


“If private capital owners shall feel that our national 
[postwar] domestic policy is to be based upon private 
enterprise as its foundation, and that government’s atti- 
tude toward private enterprise is to be at least sympa- 
thetic, there will be no reason why this cannot and will 
not do the job that is to be done. If they shall doubt this, 
if they shall feel that our policy is to be antipathetic to 
private effort, and that it leans toward a policy of sus- 
picion or repression, they will naturally shrink from the 
risks of an all-out compaign of private enterprise.” 
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As you seek Quality and Service - re- 
member that R&IE has been a specialist in 
the problems of Indoor and Outdoor Switch- 
ing Equipment for over thirty years. 


Shown here is a normal production 

- line of Hi-Pressure, Self-Cleaning - Contact 

Switches, possibly on the way to some War 
Production center. 


The flashover test, shown at the top, is 
one of the several methods used to check 
design and performance. 


This same production may be serving 
The Load Tests made during de- you some day when peace-time reconstruc- 
velopment, during production, and tion calls for a broader application of re- 
after years of service, demonstrate liable switching equipment. 
that Hi-Pressure Contact Switches 
carry their rated load year in and R&IE will continue to specialize in the 
year out under all service conditions making of this equipment long after the 

s present War-time emergency. 


RAILWAY and INDUSTRIAL ENGINEERING COMPANY 


GREENSBURG, PA. ... In Canada—Eastern Power Devices Ltd., Toronto 
Cooperating 100% with the War Effort 
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How TO SAVE 


MANPOWER 











YET SPEED 
TRANSMISSION 
LINE ERECTION 








j hroughout the country our trained men 


are ready to help you meet today’s unprecedented 

demand for power. In the erection or maintenance 

AY | E a of transmission lines . . . regardless of distance or 
EERING CO. terrain ... Hoosier experience and special equipment 


guarantees efficient and economical service. 


COLUMBUS, OHIO 
NEW YORK — CHICAGO ERECTION and MAINTENANCE OF TRANSMISSION LINES 
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Ships that-sail the seven seas... 


Are powered by C-E boilers! 








TROOP TRANSPORTS 


This list of merchant and naval vessels indicates nage of our country’s entire pre-war merchant fleet. 
the large part assigned to Combustion Engineering This is a story of accomplishment in the marine 
in the greatest shipbuilding program of all time. field that is not without significance for the man 
All of these classes of ships are included in con- who will dictate the choice of statidnary steam 
tracts for boilers awafded to C-E during the past generating equipment when the war is over. Here 
two and a half years — but even more impressive is involved a great wealth of experience com- 
than their variety is their volume, the principal pressed into a relatively brief period of time. Here 
part of which is represented by the six types of new manufacturing facilities were required; new 
cargo ships listed. When present contracts are com- techniques were developed. All this will mean 
pleted, an aggregate of over 12,000,000 dead weight added values in the steam generating units which 
tons of cargo shipping will be powered by C-E Combustion Engineering will build for stationary 
Boilers. This is in excess of the dead weight ton- as well as marine needs of the future. A-743C 


VOMBUSTION ENGINEERING 
ll 200 Madison Avenue, New York 17, N. Y. 
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Mercoid Controls are still being built and sold. 


though the volume is almost entirely on industrial 





types. These carry the highest war priority and 
find their way into war plants everywhere through- 
out the country, where they are doing their im- 


portant part in the big job of essential production. 


=P =P =P 


AUTOMATIC CONTROLS 
FOR HEATING, AIR CONDITIONING, REFRIGERATION 
AND NUMEROUS INDUSTRIAL APPLICATIONS 
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ie the Nation’s war-production plants, 
Grinnell Prefabricated Piping is providing 
FLUID TRANSPORT for steam, air, gas 
and liquids — vital services for production. 

In power stations, aviation gasoline refin- 
eries, synthetic rubber plants, fighting craft 
and merchant ships, Grinnell has furnished 
the experienced piping engineering to solve 
widely varied piping problems. 


Public Utilities Fortnightly 


The Nation's 5th Carrier 


UID 


From small, 
intricate process piping 
to the largest headers, 

Grinnell provides FLUID TRANS- 
PORT to speed war operations. 


Grinnell plants, at strategic points, afford 
modern facilities for fabricating the connect- 
ing links which convert a pile of pipe into a 
complete piping system for efficient wartime 
FLUID TRANSPORT. 

Write for Data Folder, “Grinnell Prefab- 
ricated Piping”. Grinnell Company, Inc., 
Executive Offices, Providence, R. I. Branch 
offices in principal cities of U. S. and Canada. 


werasnicarte viome ey GRINNELL 


wHenever PIPING is invoiveo 
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Deliver Maximum Ditch 
At Minimum Cost for: 
WATER—TELEPHONE—OIL—GAS— 
GASOLINE—SEWER—POWER 
and BUILDING FOUNDATIONS 





THE CLEVELAND TRENCHER COMPANY 


} 
the 


mall Trencher’’ 
201 3T. CLAIR AVENUE CLEVELAND, OHIO 
“CLEVELANDS’ Save More...Because they Do More 
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TILE 
CONDUIT 
SYSTEMS 


FOR 
UNDERGROUND 
STEAM LINES 





Ric-wiL, pioneer in the tile conduit field, has served the country’s needs on underground 
steam protection with outstanding leadership since 1910. Today, with material supply, 
production facilities, and plant personnel subjected to severe pressure, it is a point of 
pride with us that traditional standards of quality are being scrupulously maintained. 


In spite of heavy demands, we are well equipped to make quick deliveries on all sizes 
and types of Ric-wilL Tile Conduit, as well as on our complete line of Prefabricated 
Insulated Pipe Units. . . Conduit illustrated is Ric-wiL Standard Tile with filler insula- 
tion. Heavy duty Super-Tile and Cast Iron are also available for this type, and all are 
adaptable to single or multiple pipe systems. 


RIC-WIL TILE CONDUIT FOR OIL OR PROCESS LIQUIDS 


In this system, conduit is insulated from the exterior, but individual lines are 
not insulated from one another. A steam or hot water line can thus maintain 
temperature to keep liquids flowing in the other lines. Insulation is a 
diatomaceous earth lining, moulded and keyed to inside circumference of 
tile. May also be used with fibre insulation for steam heat, power and super- 
heated steam. Applicable to Super-Tile and Cast Iron. 


RIC-WIL PREFABRICATED INSULATED PIPE CONDUIT 


Completely Gemrenticioned, units including pipe and insulation as 
spe are furnished in convenient 21 foot lengths for speedy installation. 

duit is helical corrugated, coated with asphalt and wrapped with asphalt-, 
saturated asbestos felt. This system is also available for oil or process liquids, 
and is adaptable to overhead as well as underground installations. 


Many other types of Ric-wil conduit are availabi et individual requirements. Write for complete information, 





INSULATED PIPE CONDUIT SYSTEMS 


RIC-WIL THE Ric-wiL COMPAany .- CLEVELAND, OHIO 


AGENTS IM PRINCIPAL CITI 
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ROOTED IN THE S0ILI 
































HE paths of war lead to greater achieve- 

ment. Knowledge and experience will 
be gained from war’s increased production 
to benefit both man and his machines, 


Mechanical improvements in products... 
outstanding research in food production, 
nutrition, and medicine . . . the energy 
expended on’ the equipment and mainte- 
nance of millions of fighting men today—all 
these will bring greater benefits by raising 
the moral and physical standards of man- 
kind. Man shall have better tools to work 
with ... he shall be better able to handle 
these tools. 


When the time comes for science and in- 
dustry to return to the works of peace, 
International Harvester will return its ener- 
gies to the constructive channels of the 
future. Harvester’s 112-year experience is 
basic—4#t 2s rooted in the soil. The experience 
that has made International Harvester farm 
machines, motor trucks, tractors and in- 
dustrial power so universally accepted will 
again provide outstanding products for both 
agriculture and industry. 


"INTERNATIONAL HARVESTER COMPANY 


180 North Michigan Avenue Chicago, Illinois 


INTERNATIONAL HARVESTER 
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DO YOU KNOW THESE FACTS ABOUT 


TRANSITE DUCTS? 


TRANSITE 


horover 








» + «In addition, both Transite Con- 
duit and Transite Korduct have 
these characteristics ... 


1, Incombustible— Made of asbestos 
and cement, they cannot burn... will 
not contribute to the formation of 
dangerous smoke, fumes or gases. 


2. immune to electrolysis .. .Transite 
Ducts are non-metallic and inorganic 
. unaffected by electrolysis. 


3. Smooth bore — Making cable pulls 
easier, both at initial installation and 
after years of service. 


4. Easily installed—Lining up is fast 
and accurate because Transite Ducts 
combine light weight, long lengths, 
simple assembly. 


For details and specifications, write 
for Data Book DS-410. Johns- 
Manville, 22 E. 40th St., New York. 


JM Beolalattasatolah alice " TRANSITE KORDUCT— 


Ae 


Trawsire Ducrs \""°"°"" 
¥ 
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DAVEY COMPRESSORS 











WARTIME 
CONSERVATION 
POINTERS 


By “Davey Dan,” 
the Compressor Man 


* 


AIR CLEANERS. These 
filters pay big ‘‘service 
dividends'' for the small 
amount of attention re- 
quired. Examine one of the 
filters every day. If it 
needs cleaning, the others 
will need it also. Empty 
and clean the sediment bowl, 
Fill with clean engine oil, 
level with bottom bead. 
Wash filtering element with 
oil and blow out with air. 
Never use gasoline or kero- 
sene for cleaning air 
filters because such prac- 
tice may lead to explosions 
in the ait receiver, 


* 


PRESSURE GAGES. Should 
be checked periodically 
with a master gage. 


* 


SAFETY VALVES. Keep them 
clean and in working order 
by blowing at least once a 
day. 


PACKINGS. Keep all pack- 
ings on air joints snug 
enough so that no air is 
wasted through leakage.. 


* 


FAN BELTS. V-belts should 
be tight enough te prevent 
excessive slippage but not 
as tight as a flat belt used 
under similar conditions, 


x 


ENGINE SPARK PLUGS, 
Keep the electrodes clean 
and spark gap properly 
adjusted. Never attempt to 
bend the center electrode 
as this will crack the por- 
celain, 


* 








RESIST WARTIME WEAR 
FULL TIME PLUS OVERTIME 











Here's Why Davey Compressors Stand Today's Crucial Tests 


1. RUGGEDNESS. The outstanding 
characteristic of EVERY Davey Com- 
pressor is the ability to “take it” and 
come back for more in any CLIMATE 
or on any JOB. From the smallest pin 
to the heavy gage steel frame, every 
part of a Davey Compressor is 
designed and built so that, like a 
mountain locomotive, it always has 
a reserve of rugged endurance to get 
you “over the hump.” 


2. CONSERVATIVE SPEED. Davey 
Compressors operate at moderate 
speeds, reducing operating trouble, 
minimizing maintenance costs, and 
greatly extending the life of the 
equipment. Engineering leadership. 
maintained through the years, today 
offers you the ONLY compressor with 
GUARANTEED LIFETIME VALVES— 
guaranteed to operate satisfactorily 
in any climate ... on any job — to 
resist wartime wear everywhere. 


DAVEY Portable Compressors are available in the following sizes: 60-105 
(illustrated) —160-210-315 cubic foot sizes, with gasoline, Diesel or 
electric power. Write for catalog showing complete DAVEY line. 


* * * * * * * 


Some distinguished users of DAVEY 

Compressor equipment 
Barker Bros. Construction Co., Denver, Colo. 
@ Cleveland Railway Company e C ticut 
Light & Power Company e@ France Stone Com- 
pany, Toledo. Ohio @ Globe Contracting 
Company. Philadelphia, Pa. @ Michigan State 
Highway Department e@ American Telephone 
and Telegraph Co. @ Philadelphia T porta 
tion Company. 
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Gates—Intake, Sluiceway and Spillway 
Hydraulic Turbines—Francis and Propeller Types 
Rack Rakes 

Trash Racks 


Valves—Pipe Line and Penstock 


NEWPORT NEWS SHIPBUILDING 
AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 





—— 
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SAVE 50% . 
IN TIME AND MONEY WITH 














THE ONE-STEP METHOD 


OF BILL ANALYSIS 











HAT effect is the war production program having on your bill dis- 
tribution? Analysis of customer usage data will provide the answer to 
this important question. In addition to a knowledge of the existing situation, 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing. 


The One Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 


102 Maiden Lane, New York, N. Y. 
Boston Chicago Detrolt Montreal Toronto 
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ROBERTSHAW BROADCASTS 
AID FOOD AND FUEL 
CONSERVATION | 


R 


Through outstanding women’s inte 
est programs millions of saison 
ers learning value of Dibisieahoee 
Oven Heat Controls and bein 
urged to ask for them on new ran : 
when again available. is 








TUNE IN THE ROBERTSHAW BROADCASTS 
OVER THESE STATIONS: 
nEGGRONTAN oto stain “EEHDUNE 
NEW YORK WOR Mon. thru Fri. 

CHICAGO WGN Mon. thru Sat- 
LOS ANGELES KNX Mon. thru Fri- 
PHILADELPHIA WCAU Mon. thru Fri. 
BOSTON AND 
NEW ENGLAND NEW ENGLAND Two days 

MARKET NETWORK per week 


YANKEE Two days 
NETWORK per week 


Mon., TUCS+- 
DETROIT Wir Thurs., Sat. 


PITTSBURGH KDKA Mon. thru Fri. 


SAN FRANCISCO— : 
OAKLAND KQW Mon. thru Fri. 


st. LOUIS KMOX Mon. thru Sot. 
CLEVELAND WTAM Mon. thru Fri. 
BALTIMORE WBAL . thru Fri. 


MINNEAPOLIS— ; 
ST. PAUL KSTP . they Fri. 


WASHINGTON, bp. Cc. wrC . thru Fri. 
BUFFALO—NIAGARA WBEN . thru Fri. 
CINCINNATI WLW . thru Sat. 
INDIANAPOLIS WIRE . thru Sat. 
ROCHESTER WHAM Mon. thru Fri. 
DENVER KOA Mon, thru Fri. 
SCHENECTADY wGY Mon. thru Fri. 
KANSAS CITY KMBC Tues., Thurs., Sat. 


. | 
OBERTSHAW THERMOSTAT CO., YOUNGWOOD, PA 
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ELLIOTT 


DEAERATING 
FEEDWATER 
HEATERS help to win battles 


Bas. 
Elliott 400,000-Ib. per hr. 
unit designed for operat- 
ing pressure of Ib. 
gage. One of several such 
units in a large utility 
plant. 


N-974A 


on land, too. On the 
home front in the 
nation’s power 
plants, deaerating 
heaters have long 
been essential 
equipment. They 
are doing their part 
in the battle of 
production. 


BATTLE SCENE IN 


THE SLAMMING ROAR OF THE BIG 

GUNS is dulled to heavy thuds, in the 

strained quiet of below decks, while 
the big battlewagon rolls to the recoil of tons of metal 
starting their flight toward the enemy. In the ship’s power 
plant there is a tensity, a supreme watchfulness of equip- 
ment, dials, indicating instruments, and a split-second 
response to orders transmitted from above. Engineer 
officers, their staffs and their equipment are winning the 
battle just as surely as the men at the fire-control stations. 
In the stress of battle, there must be no power failure. 


So Elliott deaerating feedwater heaters, serving in 
Uncle Sam’s fighting ships, must be—and are—as depend- 
able in their performance as the very guns themselves. 
They help to win battles. 


These units are working in steam plants of all kinds, 
ashore and afloat. They heat the water to the saturated 
temperature of the steam supplied, at the same time 
accomplishing the removal of corrosive gases. They are 
fully automatic in operation. Elliott engineers are glad 
to work with you toward getting the best possible heat 
balance set-up for your plant. Full details and bulletin 
upon request. 


ELLIOTT COMPANY 
Deaerator and Heater Division JEANNETTE, PA. 


Heat Transfer Department 


DISTRICT OFFICES IN PRINCEPAL crries 
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Attilities Almanack 








Due to war-time travel restriction, conventions listed are subject to cancellation. 


@ NoOvEMBER @ 





{ South Carolina Independent Telephone Association concludes meeting, Chester, 
S. C., 1943. © 





{ Highway Research ee of National Research Council will hold meeting, Chicago, 
Ill., Nov. 29, 30, 194 





eae ig Telephone Association will hold meeting, Oklahoma City, Okla., Nov. 





{ American Society a preenoni Engineers will hold annual meeting, New York, N. Y., 
Nov. 29-—Dec. 3, 1943 





{ Alabama Independent Telephone Association opens meeting, Montgomery, Ala., 1943. 








q Arkansas Municipal League convenes, Little Rock, Ark., 1943. 








{ Alabama League of Municipalities starts meeting, Birmingham, Ala., 1943. 








{ American Water Works Asso., Florida Sec., starts meeting, Fort ey Fla., 1943. 
{ New Jersey State League of "Municipalities convenes, New York, N. Y., 1943. 





{ American Society of Agricultural Engineers will hold fail meeting, Chicago, IIl., ey 
Dec. 6-8, 1943. 





{ National Tax Association starts session, Chicago, Ill., 1943. 








q Exposition of Chemical Industries will be held, New York, N. Y., Dec. 6-11, 1943. 





q American Water Works Association, Virginia Sec., starts meeting, Roanoke, Va., 1943. 





{ National Association of Manufacturers will hold second War Congress of American 
Industry, New York, N. Ye, Dec. 8-10, 1943. 














Trios Standards Association will hold annual meeting, New York, N. Y., Dee. 
10, 1943. 














A mural by J. Monroe Hewlett, reproduced through courtesy of the Bank of New York 


In this painting are shown Alexander Hamilton (center foreground), who 
has just received the bank’s charter from Governor Clinton: (facing 
Hamilton at right), Jeremiah Wadsworth, Comfort Sands, and 
William Seton—all prominent in the organization of the Bank 
of New York. The medallion portrait represents Isaac 
Roosevelt, president of the bank from 1786 to 1791. 
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The TVA—Its Evolution 
And Representations 


PartT I 


The author, in this part of his discussion, points out 
how, in his opinion, the Federal government’s Ten- 
nessee project was developed into a great power en- 
terprise by pretense and indirection—misleading 
propaganda as to the legal and tax situation. 


By J. A. WHITLOW 
VICE PRESIDENT, PUBLIC SERVICE COMPANY OF OKLAHOMA 


N the discussions and controversies 

| of today in reference to govern- 
ment dams and government partic- 
ipation in the field of electric power, 
there are many references to the first 
notable venture of this kind by the gov- 
ernment, the Tennessee Valley Author- 
ity, commonly referred to as TVA. It 
was here that Congress first announced 
a comprehensive plan. A great many 
claims are being made as to this con- 
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gressional policy and to the actual ad- 
ministration of the project, and the re- 
sults thereof. It is being used as the 
keystone for the promotion of other 
projects of the same nature, so it seems 
appropriate to review briefly the history 
of this project. 

The Muscle Shoals dam on the Ten- 
nessee river, where it dips down into 
northern Alabama, was started and 
partially completed, in accordance with 
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an act of Congress, during World War 
I. The purpose of the project was 
“... for the production of nitrates and 
other products for munitions of war 
and useful in the manufacture of fer- 
tilizers ...” Great quantities of elec- 
tric power were needed for these pur- 
poses, so the dam and hydro plant were 
started at this location which possessed 
many natural advantages. 

While the dam was under construc- 
tion, two plants for the actual manu- 
facture of nitrates were constructed 
near this location, each involving a 
different process. It was evident these 
nitrate plants would be ready long be- 
fore the dam was finished, and the 
hydro power, when developed, would 
be subject to variations in the flow of 
the river, so a steam plant was also built 
by the government near Muscle Shoals, 
of approximately 60,000 kilowatts of 
capacity. The nitrate plants and the 
steam plant were about completed when 
the armistice was signed, but the dam 
and hydro plant were not finished till 
several years later. 


: is the interval following the war there 
were many propositions advanced 
for the use of these properties. We will 
not attempt here to discuss these. Sena- 
tor Norris was instrumental in present- 
ing to Congress several proposals for 
the production of electric power from 
Muscle Shoals and one of these which 
contemplated the U. S. government 
operating the project for the production 
and sale of electric power was passed 
by Congress but vetoed by President 
Hoover. The following is an extract 
from his veto message : 


This bill would launch the Federal gov- 
ernment upon a policy of ownership and 
operation of power utilities upon a basis of 
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competition instead of by the proper gov- 
ernment function of regulation for the pro- 
tection of all the people. I hesitate to con- 
template the future of our institutions, of our 
government, and of our country if the pre- 
occupation of its officials is to be no longer 
the promotion of justice and equal oppor- 
tunity but is to be devoted to barter in the 
markets. That is not liberalism; it is de- 
generation. 

In his campaign speech at Portland, 
Oregon, September 21, 1932, Mr. 
Roosevelt said: 

The development of utilities should re- 
main, with certain exceptions, a function of 
private initiative and private capital. 

Mr. Roosevelt also proposed that the 
government should develop for power 
purposes such places as Muscle Shoals, 
the St. Lawrence river, the Columbia 
river, and Boulder dam, in order to 
have a “yardstick” with which to meas- 
ure the fairness of the rates of elec- 
tric companies. 

Soon after Mr. Roosevelt took office, 
Senator Norris again introduced a bill 
creating a corporation to be known as 
the Tennessee Valley Authority which 
was to assume a large responsibility in 
the Tennessee watershed. This bill 
passed Congress and was immediately 
signed by the President. 


HE objectives of this act are set out 
in the title in the following lan- 


guage: 


AN ACT To improve the navigability and 
to provide for the flood control of the Ten- 
nessee river ; to provide for reforestation and 
the proper use of marginal lands in the Ten- 
nessee valley ; to provide for the agricultural 
and industrial development of said valley ; to 
provide for the national defense by the crea- 
tion of a corporation for the operation of 
government properties at and near Muscle 
Shoals in the state of Alabama, and for other 
purposes. 


With all the controversy that has 
raged about the electric power activities 
as a result of this bill, it is significant 
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that the above statement of purposes 
did not mention the development of 
electric power, and it can only be con- 
sidered as included in the all-embracing 
phrase, “and for other purposes.” The 
act itself has been amended from time 
to time and as it now exists, the board 
is directed (§ 9a) “to regulate the 
stream flow primarily for the purposes 
of promoting navigation and control- 
ling floods.” In this same section it is 
provided that the board may “provide 
and operate facilities for the generation 
of electric energy . . . to avoid the waste 
of water power.” 

Section 10 of the act gives the board 
power to “sell the surplus power not 
used in its operations, and for opera- 
tion of locks and other works...” In 
this same section and in some succeed- 
ing sections it is provided that in the 
sale of this “surplus” electric power, 
preference shall be given to “states, 
counties, municipalities, and codpera- 
tive organizations” and may enter into 
20-year contracts with them, and sur- 
plus power above these commitments 
may be sold to private companies or in- 
dividuals but in such case the board 
shall have power to cancel such contract 
on five years’ notice. 

In all the TVA Acct there is no provi- 
sion for building a dam for any purpose 
other than the regulation of stream flow 
for navigation and flood protection. 
The act goes to considerable length in 


defining the duties of the board in con- 
nection with these purposes, and for the 
production of fertilizer and codpera- 
tion with farmers, farm organizations, 
agricultural agents, and colleges, and 
for the production of explosives, but 
electric power is never spoken of except 
as “surplus” power. 


Test of Constitutionality 


F . ewares Congress in the TVA 
Act had announced that the pri- 
mary purpose of any dam was to con- 
trol the waters for navigation and for 
flood control, and in doirig this any sur- 
plus electric power could be sold, it very 
early became evident that the directors 
were intent on extending the produc- 
tion of electric power far beyond any 
requirements for disposing of surplus 
power. 

The Muscle Shoals steam plant 
was put in full operation and plans were 
immediately made and put into effect 
for the building of high dams where 
the primary rather than secondary pur- 
pose was to produce electric power. 
There was no immediate market for 
this power as the entire area was being 
adequately served by electric companies 
that had been unusually active in pro- 
moting the sale of power, development 
of wide residential use, and service to 
industries. These companies had 
brought about the use of domestic elec- 
tricity far above the national average 


e 


dips down into northern Alabama, was started and partially 


q “THe Muscle Shoals dam on the Tennessee river, where it 


completed, in accordance with an act of Congress, during 
World War I. The purpose of the project was‘... for the 
production of nitrates and other products for munitions of 


war and useful in the manufacture of fertilizers... 


599 


993 


NOV. 11, 1943 





PUBLIC UTILITIES FORTNIGHTLY 


and the rates were correspondingly low. 

TVA agents went about the area 
meeting with city authorities and 
voluntary groups, promoting a senti- 
ment for government ownership. They 
built transmission lines into areas or up 
to cities in advance of any arrange- 
ments either for sale to the electric com- 
panies for distribution, or to the city 
itself. The authority promulgated a 
rate schedule with which the com- 
panies could not compete because the 
authority obtained its money, interest 
free, by direct appropriation from Con- 
gress, and because it was practically tax 
free. This all developed into a great 
controversy and litigation was in- 
evitable. 


enc first important test in the 
courts was what is known as the 
Ashwander Case." 

The Alabama Power Company had 
agreed to sell to TVA certain proper- 
ties desired by TVA. Ashwander and 
some other stockholders of the com- 
pany protested this purchase by TVA 
as exceeding its constitutional powers 
and that it was going beyond its dele- 
gated duties and was making the pro- 
duction and sale of electricity a prime 
purpose rather than incidental to those 
prime purposes set out in the act itself. 

The officers of TVA had in fact ex- 
pressed themselves in a manner that 
seemed to have committed them to this 
theory. The chairman of the board, 
Arthur Morgan, had said: 


There are a dozen other sites which, if in 
fifteen years we run short of power, could 
be utilized . . 


And David E. Lilienthal, another 
member of the board, had written for 
the Chattanooga News: 


1 (1936) 297 US 288, 80 L ed 688. 
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These dams are not built for scenic effect; 
these millions of dollars are not being spent 
merely to increase business activity in this 
area. The dams are power dams; they are 
built because they will produce electric 
power. 

Another official seemed to have for- 
gotten the importance of navigation and 
flood control and referred to the dams 
as valuable for power production “with 
valuable by-products in flood control 
and navigation.” Comments were being 
made in Congress, in the press, and 
elsewhere that the whole country was 
being taxed to subsidize low electric 
rates in the Tennessee valley. 


HE TVA was defended in the Ash- 
wander Case by U. S. Solicitor 
General Stanley Reed, now a member 
of the U.S. Supreme Court. The gov- 
ernment’s lawyers were genuinely 
alarmed at the dangers to their power 
program and in pleading their case 
acknowledged that while flood control 
and navigation were proper govern- 
mental functions, the government had 
no constitutional power to enter into 
the production and sale of electric 
power except as incidental to those 
other purposes; but they pleaded that 
the acquisition of these properties was 
proper in order to provide a market for 
the sale of the surplus electric energy. 
The Supreme Court upheld this view 
and permitted the purchase of the prop- 
erties, but with the following forceful 
statement in reference to government's 
right to produce electric power: 
Power may be sold in the competitive mar- 
ket if produced at dams built by the govern- 
ment in pursuance of certain constitutional 
objectives, such as navigation improvement, 
flood control, and the like.? 
Power may not be sold if produced at dams 


which were built for the sole purpose of 
manufacturing power. 


2 (1936) 297 US 288, 80 L ed 688.- 
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Provision in TVA Act for Surplus Power 


‘ af all the TVA Act there ts no provision for building a dam for any 

purpose other than the regulation of stream flow for navigation 

and flood protection. The act goes to considerable length in defining the 

duties of the board in connection with these purposes, and for the pro- 

duction of fertilizer and codperation with farmers, farm organizations, 

agricultural agents, and colleges, and for the production of explosives, 
but electric power is never spoken of except as ‘surplus’ power.” 





This decision seemed to clear the way 
for a real test of the constitutionality 
of the acts of TVA in constructing 
dams and other facilities that were quite 
evidently not incidental to acknowl- 
edged constitutional powers of navi- 
gation and flood control, but were 
either utterly remote from such pur- 
poses or relegated them to a position 
incidental to power. Such a suit was 
instituted by a group of electric com- 
panies in this southeastern area and 
known as the Sixteen Power Company 
Case. 


HEN this case finally came to the 
Supreme Court and decision was 
rendered, the court made no pronounce- 
ment on the main issue in the case but 
simply dismissed it with the statement 
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that these companies were not the 
proper parties to bring the suit, even if 
they suffered irreparable damage from 
the competition.* This merely left the 
case open to question only by the states 
or governmental agencies ; but as this is 
not likely to happen, the position of 
TVA and all the other TVA’s either 
established or proposed seems to be im- 
mune from any real test. 

The power companies were left in 
the position of accepting such price for 
their properties as TVA was willing to 
pay, or facing competition of a govern- 
ment agency with unlimited subsidies. 
Sales were gradually effected until 
TVA now is practically supreme in the 
state of Tennessee and some contiguous 
counties in adjacent states in the pro- 


—_—— { 
3 (1939) 306 US 118, 136, 27 PUR(NS) 1. 
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duction and transmission of electric 
power. Its true constitutional status 
has never been determined and perhaps 
never will be. 

A great majority of the public never 
followed these cases at the time, or have 
forgotten the results. TVA and its ad- 
vocates or defenders, in their policy of 
revealing only half-truths where they 
lead to conclusions favorable to TVA, 
have allowed or promoted the opinion 
that TVA has stood the constitutional 
tests. In recent articles published in the 
press one says: “The United States Su- 
preme Court on two occasions upheld 
the TVA Act” and another says, 
“Twice the U. S. Supreme Court ruled 
against the private companies.”’ These 
appeared on the same day in widely 
separated places, and it is reasonable to 
assume they had a common source. 
They give the impression that TVA 
has stood a true test of its legality which 
as we have seen has not occurred and 
may never happen. 


The Tax Situation 


eo Bere original TVA Act (1933) pro- 
vided that the authority should 
pay to the states of Tennessee and Ala- 
bama 5 per cent of its gross revenues 
derived from the sale of power gen- 
erated in each state. This had many 
drawbacks. This payment in lieu of 
taxes was apportioned to the states and 
left the counties without tax revenue to 
replace that lost when company plants 
and properties were taken over. The 
total tax was very slim, because TVA 
paid this 5 per cent on its sales which 
were at wholesale rates, while the com- 
panies had been paying about 17 per 
cent on their retail sales. This resulted 
in TVA paying a tax bill of $45,347 in 
1936, whereas one electric company 
NOV. 11, 1943 


alone, the Tennessee Electric Power 
Company, paid $2,339,034 that same 
year. TVA by that time had acquired 
property and funds amounting to 
$380,000,000. The company had assets 
less than one-third that amount. Pro- 
fessor Ransmeier, in his history of 
TVA, says, “... the financial position 
of some of the valley counties became 
so critical that there was threat of im- 
minent suspension of essential public 
services...” This result came about 
not only because the electric properties 
had passed into the nontax-paying class 
but also because from 5 per cent to 35 
per cent of the taxable land in some 
counties had been overflowed by the 
lakes created. 

There were insistent demands that 
these government properties be made to 
pay taxes. Bills to require municipal 
utilities purchasing power from TVA 
to pay taxes were repeatedly presented 
to the Tennessee legislature but were 
opposed by managements of these 
municipal systems and failed to pass. 
Finally Congress recognized this con- 
dition, much to the dismay of TVA’s 
friends. Senator Norris declared that 
if TVA were required to pay equivalent 
taxes it would be out of business in 
three months. This constituted quite a 
confession of the famous “yardstick.” 


| he 1940, Congress finally amended 
the TVA Act to require TVA to pay 
an increased amount to replace local 
ad valorem taxes lost when TVA took 
over electric company properties. These 
were mostly outside of cities, as the 
cities themselves had acquired owner- 
ship of the distribution systems. It was 
provided that the amount so paid 
should equal the average of the tax paid 
the last two years by the “power prop- 
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erty” and by the land “related to dams,” 
and this should be paid both to the state 
and to the counties that had suffered. 

TVA was required to pay 10 per 
cent of its gross revenue to meet this 
tax bill, but as it was assumed that 
TVA’s revenue would increase it was 
also provided that this percentage 
would decrease from year to year until 
at the end of eight years, it would be 
back to 5 per cent. 

It is easily seen from this that the 
plan is to have TVA merely restore the 
ad valorem taxes for only the amount 
that was lost at the time the power com- 
pany properties were taken over. Noth- 
ing will be gained by TVA’s growth. 
If these properties had remained in the 
hands of the electric companies, they 
would have been subject to the increas- 
ing assessments as the company and the 
business grew. The companies would 
also have had to pay any state or Fed- 
eral excise taxes that are or might be 
levied such as sales taxes, income taxes, 
excess profits taxes, etc. These taxes 
account for the heavy increase in the 
tax load of the electric companies over 
the nation, but all of this is lost in Ten- 
nessee, so TVA and its satellites, 
therefore, make no tax contribution to 
the war effort. 


VA requires the cities that enter 
into contracts for electric power 


for their municipal systems to set 
up a tax item also equivalent to the 
ad valorem tax paid on electric prop- 
erty within the city, when these distri- 
bution systems were owned by the 
power companies. This is supposed to 
be apportioned to the state, county, 
city, and schools. As a matter of fact, 
with perhaps one exception, the local 
systems make no payments, but TVA 
includes such “accrued” taxes in the 
reports it sends out in its annual re- 
ports or propaganda. For instance in 
its abbreviated report for the fiscal year 
1942, TVA states it paid $1,859,416 in 
lieu of taxes in Tennessee and the five 
other states where it affects some coun- 
ties, and that in addition its distributors 
“accrued $1,843,576 as taxes or tax 
equivalents.” (Italics supplied. ) 

TVA is now a huge system. Compare 
this with some business-managed elec- 
tric companies of similar size, that pay 
all the taxes now levied on such cor- 
porations, and we find that the total tax 
paid and “accrued” by TVA and its 
distributors amounted to about $3,- 
700,000, while the Pacific Gas and 
Electric Company paid a total tax bill 
for the same year of around $21,000,- 
000, or 24 per cent of its gross revenue. 
TVA’s revenue from power operations 
that same year was $25,329,954, so its 
tax payment of $1,859,416 was only 
73 per cent of its revenue. 


e 


and plans were immediately made and put into effect for the 


Q: Muscle Shoals steam plant was put in full operation 


building of high dams where the primary rather than second- 
ary purpose was to produce electric power. There was no 
immediate market for this power as the entire area was being 
adequately served by electric companies that had been un- 
usually active in promoting the sale of power, development of 
wide residential use, and service to industries.” 
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HE electric companies over the na- 

tion paid taxes in about the same 
proportion as the company mentioned 
above. If TVA had paid 24 per cent 
of its gross revenue as taxes it would 
have paid $6,079,189, or an increase of 
$4,219,773 as its contribution to local 
government and to the war pro- 
gram. This difference between 74 
per cent and 24 per cent is 16% per 
cent and therefore the exemption from 
taxes the companies pay enables TV A’s 
yardstick to be 16% per cent lower than 
it should be because of tax exemp- 
tion alone. This is in addition to ex- 
emption from interest on the money 
used to build up TVA. 

In addition to TVA’s exemption 
from payment of most of the taxes that 
electric companies are required to pay, 
the same applies to the cities and co- 
Operatives that purchase power from 
TVA for resale to their customers. 

The Tennessee Taxpayers Associa- 
tion has made some studies of this tax 
replacement matter for that state and 
it finds that the counties and cities are 
generally getting full tax replacements, 
which we explained above is only equal 
to the ad valorem tax formerly collected 
from the power companies. The state, 
however, is receiving only a partial tax 
replacement. 


N its contracts with municipalities, 

whereby it sells power to a munici- 
pal system, which in turn distributes to 
its citizens, TVA requires these dis- 
tributors to resell at the retail rates 
fixed by TVA. This is so low that the 
cities do not usually have a surplus 
after the prescribed costs are paid, and 
therefore have nothing to supplement 
the city’s revenues. If such a surplus 


exists it is TVA’s desire that instead 
of diverting this into the city general 
fund, the rates should be still further 
reduced. This has created much dis- 
satisfaction among the cities that thus 
distribute TVA power and they resent 
this dictation over the conduct of their 
local enterprise. Lenoir City pledged 
its electric revenue to the payment of 
principal and interest of some of its re- 
funding bonds, and agreed to charge 
rates sufficiently high to meet these pay- 
ments. TVA has brought suit asking 
that this action be declared a viola- 
tion of the city’s contract with the 
authority and therefore unconstitution- 
al and void under the obligation of con- 
tracts of the Federal Constitution. 
The city of Chattanooga proposes an 
increase of $205,000 in education 
funds to raise the substandard salaries 
of teachers. The electric power board 
of that city declines to allow financial 
aid to the city. In some of the Chatta- 
nooga press it is estimated the city 
has lost $38,871 per year by the 
transition from company to city 
operation of the electric system, and 
further estimated this loss will reach 
$159,484 for 1943, the fourth year of 
city operation. This local press ex- 
plains that while Chattanooga is bene- 
fiting by the lowest electric rate in 
the U.S. some of the saving is coming 
out of the pockets of the taxpayers. 
The city commission has proposed to 
raise extra money by a levy on auto- 
mobiles and motorcycles. Citizens 
have called attention to the provision 
that exempts the power board from 
paying taxes on a new office building, 
a new equipment plant, or any future 
extensions although they receive police, 
fire, street, garbage, and other services. 


To Be Concluded in the Next Issue. 
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Development of civil aviation in the postwar period will be far 

beyond anything that has gone before ; and its regulation, in the 

opinion of the author, because of the national character of the 

service, is a Federal, rather than a state, problem, the function 

of the states being promotional and developmental rather than 
regulatory. 


By OSWALD RYAN 
MEMBER, U. S. CIVIL AERONAUTICS BOARD 


\ , J = can see but dimly the things 
to come; but we can see clearly 
enough to be able to predict a 
development in air transportation in 
the postwar period far beyond any- 
thing that has gone before. 

This is not a fantastic prophecy. 
The present war has provided a stimu- 
lus to aeronautical research and the ad- 
vancement of the art of flight which 
has packed into a brief period a tech- 
nical advance which would have re- 
quired decades of peace to accomplish. 
This war has become a gigantic labora- 
tory of experiment and discovery in 
the field of aviation. The air lines, from 
necessity, are still using the same types 
of aircraft which had been in use dur- 
ing the past five years. But those 
planes are already obsolete; and our 
domestic and international air lines 
only wait upon the manufacturing 
capacity, which will become available 
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at the close of the war, for the modern 
aircraft that will enable them to carry 
the air commerce of this nation and a 
fair share of the air commerce of the 
world. 

There will also be available to air 
transportation of the postwar future 
millions of trained aviation personnel 
who will have graduated from the 
present war. Millions of pilots, me- 
chanics, navigators, meteorologists, 
and other ground personnel will be 
knocking at the door of civil aviation 
when the time comes to convert this 
American invention from an instru- 
ment of destruction and death to an 
agency of commerce and of peace. 
There will also be those expanded air- 
port facilities which have been con- 
structed as a part of the war program 
and which will be available to civil air 
transportation at the close of this war. 
Finally, millions of Americans will 
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have been educated to the unique ad- 
vantages of air transportation. This 
war is opening up the air to the man in 
the street ; millions are learning for the 
first time of the unique advantages of 
air transportation. 


[ we Americans are to keep abreast 
of the other nations, if we are to 
preserve our proper place in the fore- 
front of the world’s economic and so- 
cial power, we must be prepared for 
the air age ahead. We must have an 
aviation program more comprehensive 
than we have had in the past ; we must 
have a greater vision than we have ever 
had before. 

Now this anticipated development is 
certain to bring with it important prob- 
lems ; among them being one in which 
the lawyers of the nation will have a 
special interest and a special responsi- 
bility. That is the responsibility of see- 


ing to it that the public and private law 
which will guide and control the civil 
aviation of the future shall develop in 
such a way as to best advance our na- 


tional progress. Justice Cardozo, 
when a member of the New York 
bench, once wrote: “The law, like the 
traveler, must be ready for the mor- 
row; it must have a principle of 
growth.” The law that governs avia- 
tion must be ready to adapt itself to 
revolutionary developments; it must 
contain the “principle of growth.” If 
American aviation is to attain its max- 
imum usefulness to our nation and is 
to become the effective servant of the 
people, it must have not only the aid 
of the aeronautical engineers to design 
the aircraft of the future and the aid 
of the air transportation pioneers to 
build the air map of the future; it must 
also have the assistance of the law 
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pioneers to guide the public law of the 
future so that the controls of law and 
government shall serve and not impede 
the national interest. 


HE legal problems will be numer- 

ous and important. There will be 
problems of private law, such as avia- 
tion liability; and there will be prob- 
lems of public law involving adminis- 
trative regulation. One of the most 
important among the latter concerns 
the question whether air transporta- 
tion shall develop under regulatory 
controls provided by Federal law or 
under dual regulatory controls pro- 
vided both by Federal and state law. 

Those of us who have been engaged 
during the past two decades in the field 
of public utility and transportation law 
have been witnesses to the epoch-mak- 
ing conflict between the Federal gov- 
ernment and the states in the regula- 
tion of public utilities and rail trans- 
portation. We saw two systems of reg- 
ulation—one Federal and one state— 
grow up side by side. We saw too 
often the great public service indus- 
tries that were regulated by them bur- 
dened by wasteful duplication of reg- 
ulatory activity and by interminable 
conflict and litigation over jurisdic- 
tional questions. Some of these juris- 
dictional controversies did not affect 
favorably either the public interest or — 
the private interests that were in- 
volved. Every effort should be made 
to insure that such a fate shall not be- 
fall air transportation. 

We should approach this problem 
both as a matter of law and policy upon 
the basis of the factual situation. If 
the facts show that air transportation 
is local and not national in character, 
those problems will be revealed as local 
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Future Aviation Program 


“- we Americans are to keep abreast of the other nations, if we are 
to preserve our proper place in the forefront of the world’s eco- 
nomic and social power, we must be prepared for the air age ahead. We 
must have an aviation program more comprehensive than we have had 
in the past; we must have a greater vision than we have ever had before.” 





problems and their solution will call 
for state and not national action. If, 
on the other hand, air transportation 
is found to be inherently national, then 
both wise policy and sound law would 
call for national action and a single, 
unified regulation. 


W = Justice Holmes, in the mi- 
gratory bird case, was con- 
fronted with the contention of the state 
of Missouri that the exercise of Fed- 
eral power then under review was a 
violation of the Tenth Amendment to 
the U. S. Constitution (which reserved 
to the states all powers not delegated 
to the United States or prohibited to 
the states) he said: “We must con- 
sider what this country has become in 
deciding what that amendment has re- 
served.” We shall be wise to consider 
what this country has become in the 
field of aviation in deciding what place 
should be reserved to the states in the 
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aviation picture and what part the Fed- 
eral government should play. 

Upon that approach, the first fact 
which confronts us is that air transpor- 
tation differs in its very nature and in 
its history from any other form of 
transportation or public utility enter- 
prise. Other public industries, with a 
single exception of radio communica- 
tion, began as local enterprises and 
later developed interstate activities 
which brought them under Federal as 
well as state regulation. Thus, rail 
transportation in its beginning was not 
primarily a national activity; it was 
many years before the great trunk lines 
appeared ; and this is probably one rea- 
son why Congress did not require cer- 
tificates of public convenience and 
necessity for new railroad expansions 
until as late as 1920. Motor transporta- 
tion also began as a local enterprise ; our 
great interstate motor lines of today 
developed at a later time. 
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Fea the giant power industry, 
with its $17,000,000,000 of as- 
sets, had a similar history. When I 
was admitted to the Indiana bar in 
1913, the typical power utility was that 
which generated electric energy in a 
local plant and distributed that energy 
in the local community. The distri- 
bution and sale of electric energy to fac- 
tory, home, and farm was a local prob- 
lem, and state regulatory action was 
entirely adequate to solve it. Years 
later, in 1935, I had occasion as gen- 
eral counsel of the Federal Power 
Commission to present to committees 
of the Congress the new power map 
which had developed in the nation; 
that map disclosed a radical change in 
the situation as it had appeared in 1913. 
The local isolated electric plant had 
been swallowed up by the great inter- 
state power systems that came with 
the postwar development. The local 
distributing system now received its 
supply of electric energy from huge 
generating transmission networks that 
lay beyond the borders of any one 
state. Over 160,000 miles of high- 
tension transmission lines spread like 
a network across political boundaries 
of sovereign states; and over that in- 
terstate network more electric energy 
flowed in interstate commerce in 1935 
than was generated in the entire 
United States in 1913. 

The engineers, inventors, and scien- 
tific men had taught electric energy to 
ignore the political boundaries of 
sovereign states and sound policy 
called for the exercise of Federal juris- 
diction to protect the public interest 
in that development. 


Pe transportation has had a dif- 
ferent history ; and the difference 
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is a matter of significance. From the 
very beginning air transportation has 
been a national rather than a local en- 
terprise. By reason of its great speed 
and mobility and the fact that it was 
not limited by mountain or ocean bar- 
riers, the airplane was never limited to 
local operation. There are probably 
not five states in the Union today 
which cannot be traversed in a couple 
of hours’ flying time. Air transporta- 
tion is a long-distance transportation. 
The average passenger trip by air is 
nearly 400 miles in length while the 
average passenger trip by rail is less 
than 50 miles in length. That is one 
reason why there is not a single sched- 
uled air line operating today whose 
operations are confined to a single 
state. 

Thus air transportation is national 
in character. It will be much more so 
in the period of expansion which is 
ahead of us. It is a matter of common 
knowledge that, as previously stated, 
the aeronautical research which is pro- 
ducing the high speed military planes 
of this war has already rendered obso- 
lete the passenger planes now in serv- 
ice. The air lines of the United States 
await only the availability of the ma- 
terials and plant capacity to make an 
advance in speed which will far ex- 
ceed anything heretofore known. 


A® transportation is not only na- 
tional in its operational charac- 
teristics; it is national in the sense of 
the deep concern which the nation has 
in its development. The activities of 
civil air transportation in this war have 
shown how intimately this industry is 
bound up with the national security. 
That is why Congress, in the Civil 
Aeronautics Act of 1938, declared the 
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national policy to be the building up of 
an air transportation system which 
would be adequate to the needs of our 
commerce, our postal service, and our 
national defense. 

Here then is the factual situation 
which should supply the answer to the 
question whether air transportation 
should develop under Federal regula- 
tion. If air transportation is national 
in character, it would seem to be an 
economic absurdity to subject it to the 
economic regulations of 48 different 
states. Up to the present time it has 
been treated, comparatively speaking, 
as a Federal problem. It should be 
noted, however, that while the juris- 
diction asserted by Congress in the 
Civil Aeronautics Act of 1938 is ple- 
nary with respect to safety, giving to 
the Civil Aeronautics Board regula- 
tory power not only over interstate air 
commerce but over all air navigation 
that directly affects or may endanger 
interstate air commerce, nevertheless 
the board’s jurisdiction over the eco- 
nomic phases of air transportation 
under the act is not so broad. It 
clearly has the jurisdiction over the 
economics of the airlines so far as they 
engage in interstate air commerce, but 
it is very doubtful whether the act con- 
fers upon this board the power to reg- 
ulate the economic aspects of intra- 


state air transportation even though it 
may directly affect or burden inter- 
state commerce.’ 


N view of the factual situation which 

exists in this field of air transporta- 
tion, it is reasonable to assume that 
there would be no question as to the 
constitutional power of Congress to 
assert a complete jurisdiction over the 
entire air transportation picture which 
can be anticipated in the postwar 
period. It is well established that 
whenever intrastate and _ interstate 
transactions of a public service enter- 
prise are so related that the regulation 
of one involves the control of the other, 
it is Congress and not the state that 
is authorized by the Constitution to 
prescribe the final and the dominant 
rule by which commerce is governed. 
That principle of constitutional law ap- 
plies with special force to air trans- 
portation, for here the intrastate opera- 
tions are so intermingled with the in- 
terstate operations that the interstate 
operations cannot be effectively regu- 
lated unless both are brought within a 
single policy. 

1The pending Lea bill HR 1012, proposes 
to confer upon the Civil Aeronautics Board 
exclusive jurisdiction to impose safety regula- 
tion on all flying and exclusive economic reg- 
ulatory jurisdiction over all point- to-point 


commerical air operations between the United 
States and foreign countries. 


7 


. air transportation is national in character. It will be 


ce 
q much more so in the period of expansion which is ahead of 


us. It is a matter of common knowledge that . . 


. the aeronau- 


tical research which is producing the high-speed military 
planes of this war has already rendered obsolete the passenger 
planes now in service. The air lines of the United States 
await only the availability of the materials and plant capacity 
to make an advance in speed which will far exceed anything 


heretofore known.” 
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These constitutional principles are 
well established by many decisions 
under the Commerce Clause of the 
Constitution. In this connection it is 
not unlikely that an analogy may be 
recognized between the navigable air 
space of the United States and the 
navigable waters of the United States. 
It will be recalled that the paramount 
power over the navigable waters of the 
U.S. for more than one hundred years 
has been recognized by the high court 
to reside in Congress. The basis for 
this jurisdiction has been recognition 
of navigable waters as instrumentali- 
ties of interstate commerce. 


aa since Gibbons v. Ogden,? we 
have known that if a body of 
water, whether it be a river or lake, 
carries, or is capable of carrying, com- 
merce among the states, that body of 
water is a navigable water of the 


United States and as such is subject 
to the paramount power of Congress 
to regulate commerce. Since the great 
navigation decisions, there has ap- 
peared another navigable medium— 
the air space above this nation; and 
that navigable air space is carrying, 
or is capable of carrying, within its 
medium commerce among the states 
and with foreign nations. It will be 
argued with some force that there is no 
distinction in principle between these 
two navigable media since both con- 


2 (1824) 9 Wheat 1, 6 L ed 23. 


‘stitute highways over which commerce 


is carried or may be carried. 

It is true that the means of navigat- 
ing the air space of the country were 
not developed until after the turn of 
this century. But the Constitution of 
the United States is not an inflexible 
document adaptable only to the condi- 
tions of the age which gave it birth; it 
is rather a living charter, having with- 
in it the “principle of growth” and be- 
ing capable of embracing the navigable 
air space over the nation as well as the 
navigable waters that flow upon its 
sur face. 


[’ does not follow from what has 
been said that the states have no im- 
portant contribution to make to the 
progress of air transportation. But 
the states’ function should be a promo- 
tional and developmental rather than 
a regulatory function. The individual 
states have a great opportunity to en- 
courage and foster activities for the 
advancement of aviation. They may 
and should participate in the establish- 
ment of airports and in the promotion 
of civil aviation. It would also seem 
that the individual states can render 
important services by assisting in the 
enforcement of the Federal Civil Air 
Regulations relating to safety in avia- 
tion. The states and the nation can 
thus march shoulder to shoulder to- 
ward the common objective of the 
sound advancement of aviation in the 
postwar period, 





“Ir is clear that if the government’s policy ts to be one of hostility to 
private ownership, it could, through the application of pressure, estab- 
lishment of prices and regulations, bankrupt any business in the country.” 


NOV. 11, 1943 


—JosEPpH W. Martin, Jr., 
U. S. Representative from 
Massachusetts. 
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The Effect of Air Warfare 
On Hydro Dam Building 


Vulnerability, evidenced by the successful breach- 
ing of two hydroelectric dams in Germany by the 
RAF, is likely to be increased with the further de- 
velopment of bomber range and “precision min- 
ing” so as, in the opinion of the author, to make us 
think twice about spending huge sums for such 
power projects in the name of defense. 


By J. E. BULLARD 


N the night of May 16, 1943, 
() a score of RAF Lancaster 
bombers, each carrying nine 
three-quarter ton mines, attacked two 
hydroelectric dams in western Ger- 
many. They were led by Wing Com- 
mander Guy P. Gibson, VC, since 
dubbed “the dambuster” by Prime 
Minister Churchill. The targets were 
the Moehne dam in the Ruhr-Rhine 
river basin, and the Eder dam in the 
Eder-Wiser basin. Three Australian 
and two Canadian flyers participated in 
the otherwise all-British mission. 
Discounting possible damage by 
eight of the planes before they were 
shot down, the remainder of the bomb- 
ing mission must have unloaded some 
seventy tons of high explosive mines on 
these targets. The results in a general 
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way were well publicized in the press 
at the time. Press photographs re- 
leased by British Information Service 
showed a break nearly 300 feet wide in 
the center of the Moehne dam to a 
depth of apparently 50 feet. Eder was 
breached, judging from less clear 
photographs, about 200 feet wide and 
so deeply as to lose all of her stored 
water capacity. 

Other damages reported on and 
otherwise known to accrue from this 
attack were as follows : About 50 miles 
of valley below Moehne and 30 miles 
below Eder were flooded up to 4 feet 
for half a day. All of this area is a 
heavy industrial center, including one 
city, Kassel (population 200,000), 
which stands just below the Eder. This 
is not a devastating flood as floods go 
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and quite brief as we count floods along 
our own Mississippi watershed. But it 
did undoubtedly damage much surface 
equipment (bridges, highways, etc.), 
especially because of its suddenness, 
aside from serious interruption of much 
war activity for the Reich. 

The electric power production at 
Moehne dam was not large, compared 
with American or other European 
hydroelectric operation, but that was 
purely coincidental. Moehne developed 
only 9,000 horsepower and was only 
operated a few hours a day. It hada 
head of 110 feet. Its principal function 
was navigation, flood control, water 


supply. 


Kk dam feeds, directly or indirect- 
ly, four power plants totaling 
some 200,000 horsepower. The degree 
of damage to the electrical installations 
is unknown, but we can be reasonably 
sure that operations were interrupted 
and will remain seriously curtailed 
until next spring, regardless of prompt 
repair and no RAF return visits—a 
totally unwarranted assumption. 

Reason? Simply the loss of the 
stored water. The Moehne-Eder raid 
was perfectly timed to climax the rainy 
season for western Germany. All dur- 
ing spring, the excess rainfall is annu- 
ally collected in these dams; but, be- 
ginning with June, the normal usage 
exceeds the refill until (barring a few 
weeks in early fall) the return of the 
heavy run-off in January. The RAF 
knew just when to hit the jackpot. And 
the pot can’t fill up again properly until 
next winter (assuming prompt repairs 
and no RAF encores, as aforesaid). 
This means some 200 towns and vil- 
lages had to look elsewhere for ade- 
quate water supply last summer. 
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The Mittelland canal, important 
east-west link in Germany’s intricate 
inland waterway system, was knocked 
out for three weeks and is still reported 
to be functioning erratically through 
the low-water period. Dams further 
downstream and other power supply, 
coordinated with or equalized in their 
operation by Moehne and Eder, were 
known to be off balance. All told, it 
was a good night’s bombing for the 
RAF, matched only, in its relative de- 
structive effect, by the selective low- 
level bombing of the Ploesti oil fields in 
Rumania by our own American Army 
Air Force. 


B” before we congratulate ourselves 
too heartily on this remarkable 
feat, let us ponder whether there is not 
a serious lesson in it for us here in 
America. As this war progresses, it is 
becoming more evident we ought to 
think twice about spending huge sums 
of money on hydroelectric power proj- 
ects in the name of defense. Germany 
appears to be learning this lesson the 
hard way. There is reason to believe 
it will be taught to Italy and Japan. 

Already, war planes are shuttling 
back and forth across the Atlantic. 
Flights are being made in the Pacific 
to attack enemy positions which would 
have been safe from air raids only a 
few years ago. Amazing progress is 
being made in all fields of aviation. If 
another war comes after this one, no 
spot on earth will be beyond the reach 
of attack by enemy air forces. All the 
air-raid precautions being taken in these 
United States and all the drilling being 
done under the sponsorship of the gov- 
ernment indicate a possibility still ex- 
ists of an air attack by Germany or 
Japan on our cities. 
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wide World Photos 


EDER DAM DAMAGE 


The RAF Bomber Command’s attack on the German dams on the night of 
May 16, 1943, did enormous damage to the Nazi power system and war 
economy. In spite of the strained labor situation in Germany intensive 
preparations are under way to repair the damage done by the RAF bombers. 
This is strong evidence of the importance attached to the Eder dam by the 
enemy since it means the diversion of men from other war work. This 
reconnaissance photo of the Eder dam was taken on August 17th, three months 
after the successful attack. This picture is a close-up of the now dry dam. 


Moehne and Eder were breached by 
mines not bombs. These were doubtless 
adjusted for underwater detonation, 
which increases their destructive effect. 
This means that they must have been 
released at very low altitudes, less than 
100 feet, in order to place them along 
the upstream curve of the dam (both 
Moehne and Eder were curved, 
gravity-type dams) which, perhaps, ac- 
counts for the high degree (40 per 
cent) of plane loss. 
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This difficult maneuver was probably 
made necessary by progress which has 
been made in air-raid defense for hydro 
dams during and before the present 
war. Antiaircraft guns, mounted 
strategically, make ordinary high-level 
release of the unwieldy “dunking” 
mines so inaccurate that an effective 
mission almost demands that the bomb- 
ers streak in over the target at such a 
low altitude that reasonably wide- 
awake gun crews are almost bound to 
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make some kind of a bag. The early 
idea of dropping propeller or other 
driving or floating mines upstream 
with the object of having them move 
down to the apron under their own 
power can be easily exploded by the 
simple device of placing nets or weir 
guards upstream, resulting in prema- 
ture and harmless explosion. 


HILE “dam busting,” however, 

is costly business in this war, it is 
almost certain to be perfected in the 
next. And we may yet see, even in the 
present conflict, an adoption of pre- 
cision bombing to the business of de- 
stroying dams. It’s pretty certain that 
if bombs can be dropped by precision 
method on sights for high altitude, it is 
only a question of time and mechanics 
before “precision mining” can be ac- 
complished the same way. When that 
technique comes along, we can kiss the 
dams goodbye in any first-class war. 
They are “born targets,” so to speak. 
A lone bomber under such circum- 
stances might conceivably account for 
a small dam all by itself. 

The recently budding technique of 
“skip bombing” suggests that torpedo 
bombs might be effectively exploded 
against the downstream face of the 
dam. By concentrating such skip bomb- 
ing at one shoulder end of a curved, 
gravity-type dam, it might be possible 
(in the case of some smaller dams) to 
“unhinge” the dam, letting the water 
pressure in the reservoir complete the 
“opening” tear, pretty much in the 
manner of a body leaning against an 
unlatched gate. Earth-filled dams are 
reported to have certain peculiar points 
of vulnerability. In short, “dam bust- 
ing” as an air-war specialty is still in 
its infancy. 
NOV. 11, 1943 


As stated, a successful air raid on a 
hydro dam is not comparable with the 
bombardment of a fuel-generating 
power plant where injured equipment 
can be repaired or replaced quickly, re- 
storing production. When a hydro dam 
has been breached it means not only 
that the walls of the reservoir must be 
repaired, but, if the impounded waters 
have been lost, it also means waiting 
for an entire season of rainfall so that 
the run-off can build up sufficient head 
to operate the turbines efficiently. 


H"° dams are particularly vulner- 
able because if their reservoirs 
are breached they become like a wash 
boiler or kettle with a hole in it. The 
entire thing becomes useless until the 
hole has been sealed and the vessel re- 
filled. It is unnecessary, therefore, to 
pulverize or destroy any great portion 
of a hydro dam. Systematic punctur- 
ing of the apron or of the retaining 
abutments, sufficient to let the reservoir 
water escape, is all that is necessary. 
Nature does the rest. 

Another feature of vulnerability 
with respect to hydroelectric dams is 
the fact that they cannot be hidden and 
are so easi:y found. A fuel-generating 
plant can be hidden anywhere around 
the countryside, protected by camou- 
flage or other buildings. They can even 
be constructed underground if neces- 
sary, as was the case of some generating 
units in the Maginot line. 

But it is elementary that one can- 
not build a hydro dam any place but on 
a river. It is such a wide-open, obvious 
thing, after it is built, that an enemy 
bombardier would have to have pretty 
poor eyesight to miss it. Needless to 
say, modern bombardiers do not have 
bad eyesight. All that is necessary is to 
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Vulnerability of Hydro Dams 


a4 H™° dams are particularly vulnerable because tf their reservoirs 

are breached they become like a wash boiler or kettle with a hole 

init. The entire thing becomes useless until the hole has been sealed and 

the vessel refilled. It 1s unnecessary, therefore, to pulverize or destroy 

any great portion of a hydro dam. Systematic puncturing of the apron 

or of the retaining abutments, sufficient to let the reservoir water escape, 
is all that is necessary. Nature does the rest.” 





find the river which is the easiest 
ground clue a pilot can pick up, since it 
shines like a silver ribbon at night and 
is even more obvious in the day. The 
pilot, therefore, needs only to fly up the 
course of the river until he finds the 
first dam, then start banging away. . 


Ws the question of the vulner- 
ability of hydroelectric dams to 
bombardment was raised back in the 
middle 30’s when our own Federal gov- 
ernment was authorizing so many of 
our own vast projects in the United 
States, civilian administrators and 
promoters were inclined to scoff. They 
have argued that the vertical target ex- 
posed to enemy aircraft was so small, 
relatively, that any dam reasonably pro- 
tected by antiaircraft fire, to keep the 
bombers high, would be even safer than 
the flat top of a powerhouse, 
Furthermore, they have argued that 
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the monolithic construction is of such a 
rugged type it would take a ground 
crew of expert sappers working day 
and night without distraction to do any 
real damage to such massive structures. 

While there may have been good 
grounds for such argument in the mid- 
dle 30’s we know better today. Such 
arguments were compounded before 
the days of precision bombing and 
“block busters.”’ A well-aimed “block 
buster” can destroy in a few seconds 
the concrete pouring of a couple of 
months, as far as structural integrity is 
concerned. 

Needless to say, our own military 
authorities are already concerned about 
those vast targets in our own country. 
Recent testimony before congressional 
committees shows that Japanese planes 
have already invaded our skies in the 
neighborhood of Oregon, seeking to 
start forest fires. A U. S. Army officer 
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recently pointed out that Japanese 
planes, flying in a great circular route 
from a Kurilea island base could, with- 
out great difficulty, come into the state 
of Washington east of the Cascade 
mountains and do their bombing under 
protective covering of the cloud banks 
which frequently hover over the crest 
of that range. 


uCcH facts, added to the high cost of 
hydroelectric developments, except 
under the most favorable conditions, 
pretty well demonstrate the danger and 
doubtful wisdom of further over- 
development of such plants. Let it be 
granted that these giant hydro plants 
have been of welcome assistance to the 
sudden demand for power for war pro- 
duction. 

Conversely, the war program has 
been a godsend in “bailing out” a num- 
ber of these projects which otherwise 
would have had surplus power begging 
for normal markets. But unforeseen 
and accidental benefits should not blind 
us to the dangers of the future through 
further commitments along this line. 
We would be in a safer position today, 
from a defense standpoint, if this same 
power was being produced from fuels. 
Further, the fuel-generating plants 
would have cost much less and, if pri- 
vately developed, we would have some 
tax money in the Treasury to show for 
them. 

When we are considering attack by 
air, we must not forget that before an- 
other war can be started, not only will 
“dam-busting” techniques be improved 
as already noted, but cruising distances 
of planes will be greatly increased. As 
we have seen, rivers are easy to follow, 
either day or night. Dams stand out 
because they are so clearly outlined by 
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the water areas. Why then is it not time 
for us to reéxamine the nature of our 
commitments to building of hydro 
dams in the light of these clear pros- 
pects. Obviously, we are not going to 
tear down dams already built. But 
should we build new ones as postwar 
“public works” ? Should we not rather 
take steps to supplant our present 
heavy dependence on hydro dams with 
fuel plants—just in case? 


—" aside from this danger there al- 

ways have been eminent power 
engineers who doubted the economy of 
any hydroelectric developments. They 
have held that the progress being made 
in steam power, internal combustion 
engines, and other prime movers may 
be so great as to eliminate any possi- 
bility of actual net earnings from water 
power over the length of life of the 
dams. The life of an average dam, we 
must remember, is very long—a cen- 
tury, according to conservative amorti- 
zation. 

From a defense point of view, all 
arguments are in favor of other than 
water-power plants. In the first place, 
if a steam-power plant is destroyed 
during an air attack, its demolition 
does not release the tremendous power 
of destruction which is ‘stored up in 
large reservoirs back of dams. The 
power plant may be gone but only those 
other buildings which are directly de- 
stroyed by bombs are damaged beyond 
immediate repair. Replacement units 
held in readiness can make restoration 
of service a matter of hours. Also, as 
we have seen, it is possible to build a 
steam, internal combustion engine or 
internal combustion turbine power 
plant which is bombproof. This can be 
done by tunneling into a mountain or 
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hillside and excavating a large enough 
space for installing the machinery. 

Germany probably still has planes 
which could be flown to this country 
with bomb loads, drop their explosives, 
and return. Each Allied raid made on 
Germany, however, lessens the possi- 
bility of such a raid on her part being 
attempted. There appears to be some- 
what greater danger of a Japanese raid 
on our western coast. N-t until the end 
of the war will the danger be entirely 
eliminated. 


APAN and Italy have not had much 
J choice in the type of power plants 
they construct. Both nations have to 
import fuel. Each has good water- 
power resources. Their dependence 
upon water power makes their war in- 
dustries far more vulnerable than most 
of our industrial centers are. This is 
our good fortune and our air forces are, 
doubtless, going to make the most of it. 
We can expect to read of many more 
dams being blown up in Italy, Germany, 
and Japan. But we should not turn this 
good fortune into a liability by further 
unnecessary commitment in the same 
field. 

Here, in the United States, we enjoy 
a greater choice of the power we will 
use than most other nations do. We 
have petroleum resources, vast de- 


posits of coal. We have natural gas 
which is being piped to more and more 
sections of the country. We have de- 
veloped steam power to a high degree 
of efficiency and most of the materials 
needed in a steam-power plant, includ- 
ing the special alloys in high-pressure 
steam, we produce here, from the min- 
ing of the ore to the finished product. 

Our problem is not that of develop- 
ing power sources which are limited. It 
is finding and deciding upon the par- 
ticular type of power plant which will 
serve the purpose best in peace and in 
war. The technical progress being 
made in improving the efficiencies of 
all methods of transforming the heat 
in fuels into electricity makes water 
power less and less attractive from the 
investment point of view. The invest- 
ment which has to be made in any water 
development is high per kilowatt hour 
of capacity. Variations in stream flow 
require steam plants on the system if 
the maximum number of kilowatt 
hours per year are to be generated by 
water. All the water available during 
the year has to be used for power pur- 
poses and the steam plants must take 
care of that part of the load the water 
power cannot carry. 


| gaa floods have a way of caus- 
ing more or less extensive damage 


e 


with the bombardment of a fuel-generating power plant 


q “a successful air raid on a hydro dam 1s not comparable 


where injured equipment can be repaired or replaced quickly, 
restoring production. When a hydro dam has been breached 
it means not only that the walls of the reservoir must be re- 
paired, but, if the impounded waters have been lost, it also 
means waiting for an entire season of rainfall so that the run- 
off can build up sufficient head to operate the turbines 


efficiently.” 


617 


NOV. 11, 1943 





PUBLIC UTILITIES FORTNIGHTLY 


to water developments. Low water 
cuts down the power generated and de- 
termines the minimum capacity which 
has to be provided in steam. Ina given 
system, it could happen that the total 
cost over the life of the steam plants is 
greater than it would have been had 
there been steam plants alone. There- 
fore, high-grade engineering is re- 
quired in drawing up plans and making 
estimates whenever and wherever 
water power is under consideration. 
There are three essentials in the case 
of defense power just as there are in 
the case of peace-time power. First, 
there must be an ample supply. Second, 
there must be a continuous supply not 
subject to interruptions or shortages. 
Third, the power must be produced at 
as low a cost as possible. Hydro, rela- 
tively speaking, does not meet any of 
these tests in adequate fashion. 
Steam, also, enjoys another decided 
advantage. New capacity can be added 
in the minimum of time and at the 
minimum of cost. Had we been de- 
pendent primarily upon water power 


for generating electricity in this nation, 
it is probable we would have experi- 
enced power shortages before this be- 
cause of the rapid increase in power 
demands, not to mention sectional 
droughts. New steam plants, however, 
can be built or the capacity of present 
ones increased in the time it takes to 
build new factories or to increase the 
demand of present ones. 

During the past decade, another 
possibility in the case of steam plants 
has been in the course of development. 
That is the disposal of waste products 
in industries. Some of these which 
would prove a serious problem are now 
being burned in steam plants. Among 
the first wastes to be used as fuel is 
sawdust. Waste gases generated in in- 
dustrial processes, rectified “sour” gas 
(heretofore a waste), are coming to 
serve as fuel. 

The prospects are that much greater 
progress will be made in this direction 
in the coming years, especially as by- 
products from plastic processes in- 
crease as expected. . 





Twenty-eight U. S. 


Dams Top Ruhr’s 


HouGH the Moehne and Eder dams, destroyed by the 
RAF, are among the largest in Europe, they are midgets 
compared with some of the huge water barriers in the United 
States. At least twenty-eight dams in this country top the ca- 
pacity of the two in the Ruhr district, according to the National 


Geographic Society. 


Boulder dam on the Colorado river creates 115-mile-long 
Lake Mead, with 125 times the capacity of both German reser- 
voirs. Grand Coulee’s lake has 37 times the capacity. 

The Moehne and Eder dams might be classed, in storage ca- 
pacity, with New York’s Kensico and New Croton dams, with 
the Shannon dam on the Baker river in Washington and Seattle’s 


Diablo on the Skagit. 
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Social Reform Strengthens Its 
Antidiscrimination Salient 


The new Federal Fair Employment Practices Committee, under 

the new chairmanship of Norman Ross, former deputy chair- 

man, faces some delicate employment problems—public and 

private—and, in the opinion of the author, the committee will 

need a lot of new employees, if it is to function ef ficiently and 
extensively. 


By LARSTON D. FARRAR 


HE optimists in the field of utili- 
Te. manufacturing, and busi- 

ness generally who felt that re- 
cent activities of Congress would put 
a crimp in the social reform under the 
cloak of war would do well to look 
around more carefully at certain devel- 
opments which have been taking place 
in Washington lately. 

Although Congress has fought hard 
to regain some of its powers, and al- 
though the people generally have 
shown some mass recognition of the 
perils of bureaucracy, many observers 
point out that the army of office hold- 
ers still controls the present home front 
situation, by dint of the very confusion 
that has been generated. In short, with 
some 2,250 different government 
agencies with which to work, the men 
who are running the show in Washing- 
ton have a pretty broad field for mak- 
ing general progress along the lines 
they desire. For every avenue of ap- 
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proach that is blocked, there are a num- 
ber of alternative routes, not to men- 
tion detours. 

An interesting case study along this 
line is the President’s Fair Employ- 
ment Practices Committee, which was 
the subject of an analytical article in a 
recent issue of PusBLic UTILITIES 
ForTNiGHTLY.’ At the time the 
former article was written, it was ap- 
parent that the FEPC was torn with 
internal dissension, faced with a battle 
in the very agency—the War Man- 
power Commission—in which it was 
operating, and making little headway 
against the outside problems it osten- 
sibly was set up to cure. These prob- 
lems, it might be repeated in passing, 
are to remove discriminations (in war- 
time employment) based on creed, 
color, and race. For obvious reasons, 
accent has been on the Negro problem. 


1“Are Utilities a Proving Ground for the 
Race Question?” June 24, 1943, issue. 
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Then came the Beaumont (Texas) 
race riot and rumors of other riots. 
Still later came new demands from 
leaders of militant minorities, which 
vote in blocs. All the time, other bu- 
reaus in the government were being 
cut down by congressional action. 
Something had to be done, critics of 
the administration say, to fulfill three 
purposes : 

(1) Give jobs to stalwarts who had 
been cut off in other agencies. 

(2) Convince certain minorities 
that the administration was in earnest 
about helping better their lot in the 
middle of the war. 

(3) Give the professional “liber- 
als” a new agency to bless, and there- 
by perhaps offset adminstration re- 
treat on other reform fronts. 


2 May 28th, President Roosevelt 
abolished the old FEPC and im- 
mediately formed a “new” FEPC. By 
Order No. 9346, which amended Ex- 
ecutive Order No. 8802, President 
Roosevelt reaffirms the government’s 
policy of “no discrimination” in war 
industries or in government because of 
race, creed, color, or national origin. 
He also gives to the new agency 
greater and more clear-cut powers over 
utilities, manufacturers, and other 
businesses classified as “war indus- 
tries.” 

President Roosevelt issued the new 
order not only as President, but also as 
Commander-in-Chief, which was inter- 
preted by many as giving the new com- 
mittee more power than the original 
one. He named the Right Reverend 
Monsignor Francis J. Haas as chair- 
man of the new committee, succeeding 
Lawrence Cramer, who ieft the agency 
to become an officer in the U. S. Army. 
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At the same time, the President took 
FEPC out of the War Manpower Com- 
mission and made the new agency a 
branch of the “Office for Emergency 
Management of the Executive Office of 
the President.” Haas has since re- 
signed to become Bishop of Grand 
Rapids. His assistant, Norman Ross, 
was his successor. 

Just how much money was allotted 
annually to the new committee out of 
the President’s personal funds was not 
disclosed, but it must have been con- 
siderable, for no sooner was the new 
committee announced than did employ- 
ment begin in earnest. Whereas Mr. 
Cramer had struggled along for almost 
two years with less than 40 employees, 
the new committee within several 
weeks had 66 employees and was mak- 
ing plans to staff 12 regional offices 
with an estimated total employment roll 
of 125 persons. 


ia might be noted in passing that, if 
the experience of other new agen- 
cies holds true with the FEPC, no one 
will be able to put a ceiling on the num- 
ber of persons that agency will em- 
ploy. The average agency that esti- 
mates it will need 150 persons almost 
invariably ends up with twice that num- 
ber. However, many observers are 
somewhat skeptical that the job the 
committee is undertaking could be ac- 
complished with a million employees. 
These people express themselves in this 
way: “The old FEPC found it impos- 
sible to police all the millions of cases 
of discrimination taking place in Amer- 
ica each day. It had 30-odd employees 
and could not take up more than one 
case a week, on an average. With, say, 
150 employees, can the present commit- 
tee take up more than one case a day? 


620 





SOCIAL REFORM STRENGTHENS ANTIDISCRIMINATION SALIENT 


This would be only 365 cases of dis- 
crimination a year solved. At the same 
time, other millions of discriminatory 
actions would have taken place. It is 
palpably silly to try to kill discrimina- 
tion by government fiat. There must 
be a more practical approach.” 

Let us look at the activities of the 
new committee relating to the utility 
field and determine, if possible, to 
what extent the FEPC may carry out 
reform measures among railroads, 
transit, telephone, electric power, and 
communications companies. 


| ares indications are that the 
utilities are going to get more at- 
tention, if possible, under the new setup 
than under the old, although the diffi- 
culties of one or two utilities may be 
settled without much further trouble 
for more or less obvious reasons. One 
of these cases is that of the Capital 
Transit Company in Washington, D. 
C., which for months has been plagued 
with recurring demands by Washing- 
ton’s colored population that it employ 
Negro drivers. 

Under the old FEPC, the company 
was ordered to do certain things. It 
attempted to comply, but its white em- 
ployees complicated the situation. Pub- 
lic hearings were ordered but were 
never held. The new committee thus 
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far has refused to call public hear- 
ings and, as of today, says that 
neither it nor the company will make 
any comments, but that the company 
has been ordered to do other things 
which, thus far, the company appears 
to be doing satisfactorily. 

Close observers of the case see sev- 
eral reasons for putting the quietus on 
the Capital Transit Company Case at 
this time. One of these reasons could 
have been the Detroit riot, which could 
have proved to political leaders what 
has been pointed out by cautious men 
—that it is unwise to advance with re- 
forms faster than the group mores per- 
mit. Wild rumors spread through 
Washington following the Detroit riots 
and talk to the effect that “it could 
happen here” was heard in more than 
one group, both white and colored. 

Obviously a full-fledged race riot 
in the capital of the United Na- 
tions would be one of the most embar- 
rassing things that could happen to the 
present administration, as well as one 
of the most vicious things that could 
happen to the war efforts here and 
abroad. It may be certain practical 
men in Washington successfully urged 
the powers-that-be not to aggravate the 
local situation by goading the colored 
populace into believing that it could 
expect heaven on earth by July 4th. 


of its powers, and although the people generally have 


Cops Congress has fought hard to regain some 


shown some mass recognition of the perils of bureaucracy, 
many observers point out that the army of office holders still 
controls the present home front situation, by dint of the very 
confusion that has been generated. In short, with some 2,- 
250 different government agencies with which to work, the 
men who are running the show in Washington have a pretty 
broad field for ... progress along the lines they desire.” 
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Some observers, seeing that the 
Capital Transit Company Case left the 
prints quickly, interpreted it as being 
a concession on the part of the admin- 
istration to the southern prejudice that 
still hangs over the town and to the 
conservative southern Democrats who 
have been veering further and further 
from the administration fold in recent 
months. However, this may be a case 
of imputing political motives where 
none exists. 

There are two side lights to be noted 
in passing from the Capital Transit 
Company Case. When the War Labor 
Board, on August 9, 1943, announced 
a 5-cent-an-hour increase to certain em- 
ployees of the company, agreed upon 
in advance by the company and union, 
a 4-man minority of the WLB said 
it disapproved the wage adjust- 
ments “not because the proposal lacks 
intrinsic merit, but because we believe 
that action by the board on the entire 
matter should have been deferred as re- 
quested by the Fair Employment Prac- 
tices Committee, pending a determina- 
tion of the relation between the pro- 
posed adjustment and the charge that 
the Capital Transit Company is prac- 
ticing race discrimination in employ- 
ment.” 


| Kyrenia of Communistic inspira- 
tion for much of the agitation for 
more Negro employment in Washing- 
ton utilities was seen during June in 
the resignation of Doxey A. Wilker- 
son, former Howard University pro- 
fessor, who resigned from a good job 
in OPA to become a permanent em- 
ployee o fthe Communist party’s edu- 
cational program, Presumably, Wil- 
kerson had been affiliated with Com- 
munist activities for some time. He 
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had been one of the three persons who 
applied for permission to hold a dem- 
onstration in Washington on May 7th 
protesting against the failure of the 
Capital Transit Company to hire Ne- 
gro bus and streetcar operators and he 
was one of a small delegation which 
called on the WMC director for the 
District of Columbia demanding im- 
mediate action in the employment of 
Negroes by the company. 

Monsignor Haas immediately saw 
that it was the technique rather than 
the objective which was making the 
Capital Transit Case very explosive 
material. As long as open hearings 
were available to Communists and oth- 
ers, more anxious to stir up agitation 
than pacify it, the Capital Transit Case 
could be made the sounding board for 
some very ugly developments indeed. 
The same thing held true with respect 
to cases involving telephone companies 
and other utilities in half a score of 
border-line cities along the Mason- 
Dixon line. He adopted a system of 
round-table conferences in an effort to 
get parties to come to terms by nego- 
tiation. He did not surrender the open 
hearing weapon but he kept it handy 
as a threat. As a result, the Capital 
Transit Case, at this writing, appears 
likely to be solved peacefully. 


ee. good deed which must be 
accredited to Monsignor Haas 
was his recognition that former FEPC 
practice discriminated in favor of the 
Federal government. In other words, 
the open hearing technique was used 
only for complaints against private in- 
dustrial employers. Whenever a com- 
plaint was made against a government 
bureau involving racial or other dis- 
crimination, it called for privately con- 
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Effects of Race Riots 


66 O BVIOUSLY a full-fledged race riot in the capital of the United Na- 

tions would be one of the most embarrassing things that could 

happen to the present administration, as well as one of the most vicious 

things that could happen to the war efforts here and abroad. It may be 

certain practical men in Washington successfully urged the powers-that- 

be not to aggravate the local situation by goading the colored populace 
into believing that it could expect heaven on earth by July 4th.” 





ducted procedure. Monsignor Haas 
said he did not know why this distinc- 
tion had been made; but it was gener- 
ally understood that original instruc- 
tions had come from the White House. 
In any event, having admitted the un- 
fairness of the setup, he indicated that 
he would take steps to eliminate it. 
This is now up to his successor. 

However, those persons who look 
upon the FEPC’s relation with the 
Capital Transit Company as a gauge 
to its activities in the utilities field 
should not jump to hasty conclusions. 
The FEPC has gone in for bigger 
game. After it held hearings on rail- 
road employment practices, however, 
the FEPC activity was complicated by 
a ruling of Comptroller General War- 
ren that President Roosevelt’s Execu- 
tive Order 9346 was not an order but 
a directive and, therefore, that compli- 
ance with it is voluntary. 
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The old committee chairman, Mr. 
Cramer, had mentioned vicious union 
practices on several southeastern rail- 
roads that prevented Negroes, he de- 
clared, from gaining increases in pres- 
tige and salary, but he never took ac- 
tion against the big operating unions 
and the huge railroad industry. With 
many more employees and, presumably, 
much more money and a freer hand, 
the FEPC has lately chosen to tackle 
the “big boys.” 


H™ to represent the FEPC for 
the hearings were Bartley C. 
Crum, prominent attorney of San 
Francisco, who will be chief counsel, 
and Charles A. Houston, of Washing- 
ton, and Harold Stevens, of New York 
city, both of whom will be associate 
counsel. Such a campaign as the com- 
mittee will wage against the railroads 
will serve many useful purposes, some 
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of which could be termed political by 
carping critics of social reform. 

The campaign, for one thing, will 
unite old “liberal” friends who have 
been falling out with one another regu- 
larly of late. Because the campaign is 
against railroads, it can be expected 
to obtain the support of folks such as 
Senator Wheeler, that confirmed critic 
of private railroad management. The 
hearings could give the committee, 
hence the administration, publicity 
throughout the nation, calling back to 
the fold many disgruntled liberals who 
might have thought the administration 
was going reactionary after retreating 
from its OPA subsidy plans. And, 
because no action will likely be forth- 
coming for many months, the hearings 
will not alienate those realists who do 
not mind liberals until a “liberal” actu- 
ally socks them personally. 

If there are those who think Chair- 
man Ross will be less alert to dis- 
crimination in war industries because 
he will follow his predecessor’s lead 
regarding discrimination in govern- 
ment, they must be thinking wishfully. 
He will undoubtedly be fair in all his 
activities, but have not all government 
administrators been fair in their deal- 
ings with industry? 


M ONSIGNOR Haas did have long ex- 
perience in government and is 
noted as one of the most liberal think- 
ers of the nation. He has been, among 
other things, impartial chairman of the 
Milwaukee Newspaper Industry, gen- 
eral secretary of the Milwaukee County 
Association for Promotion of Old Age 
Pension, member of the National La- 
bor Board, member of the Labor Poli- 
cies Board of the Works Progress Ad- 
ministration, member of the Commit- 


tee to Report on Changes in Labor and 
Business Standards, NRA, special 
commissioner of conciliation, U.S. De- 
partment of Labor, member of the 
Committee on Long Range Work Re- 
lief Policies of the National Re- 
sources Planning Board, and the au- 
thor of a number of books on indus- 
trial and sociological subjects, as well 
as prolific contributor to economic and 
sociological journals. 

When he was appointed to head the 
FEPC he was dean of the Catholic 
University of America in Washington, 
and showed immediately that he knew 
his way about in government. Instead 
of letting his agency remain under 
WMC, or get shunted about from one 
agency to another, he insisted that it be 
made a separate agency on par with the 
other war agencies. Then, to prevent 
misunderstandings and clashes of wills 
and jurisdictional fights, he asked for 
and received an agreement with Paul 
V. McNutt, chairman of the WMC, re- 
lating to the spheres of influence of the 
two agencies. This agreement defined 
the responsibility of the WMC and the 
FEPC in the enforcement of nondis- 
crimination policies. As the adminis- 
trative machinery of WMC embraces 
the fields of training, placement, and 
utilization of man-power, the agree- 
ment states that “it shall be the duty 
of WMC personnel at all operating 
levels to codperate fully with the per- 
sonnel of FEPC in the enforcement of 
the nondiscrimination order.” 


Kk WMC regional office will des- 
ignate a representative to cooper- 
ate with the related regional office of 
the FEPC to avoid duplication and 
overlapping. If any interagency differ- 
ence arises that cannot be settled by Mr. 
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McNutt and Chairman Ross, the 

President will be the final impartial 

chairman. His decisions will be final. 
Briefly, according to representatives 


of FEPC, the utilization bureau of. 


WMC will have a chance to get at in- 
stances of discrimination first. The 
WMC must report all instances of dis- 
crimination to FEPC, but actually 
FEPC will not go into action until 
WMC has had a chance to remedy the 
situation. If the situation is a “bad” 
one, then FEPC has authority to step 
in at the very first. 

Monsignor Haas, who blamed the 
Detroit riot principally on “inadequate 
housing, recreation, and public trans- 
portation difficulties,’ declared that 
FEPC has no jurisdiction over bad 
feeling between Negroes and whites 
and is authorized only to prevent dis- 
crimination in employment because of 
race, creed, color, or national origin. 
As a result, Ross will stick to business 
—and his business will usually run 
right into businessmen, in the opinion 
of many observers. 


HE new committee is composed, 

besides Chairman Ross, of John 
Brophy, national director of the Indus- 
trial Union Councils of the Congress 
of Industrial Organizations; Boris 
Shishkin, economist for the American 
Federation of Labor, and Milton P. 
Webster, international vice president 


of the Brotherhood of Sleeping Car 
Porters, AFL, all representing la- 
bor ; Miss Sara Southall, supervisor of 
employment and service, Internation- 
al Harvester Company, Chicago, Il. ; 
P. B. Young, Sr., publisher, Norfolk 
Journal and Guide, Norfolk, Va.; and 
Samuel Zemurray, president, United 
Fruit Company, Audubon place, New 
Orleans, Louisiana, who represent in- 
dustry. 

The three Labor members served 
on the old FEPC, but the three manage- 
ment members are brand-new to non- 
discrimination work. Mr. Young, it 
might be noted, who owns a newspaper, 
might find himself operating a quasi 
public utility almost any day, if the 
government’s suit against the Associat- 
ed Press is won. Many persons say 
that if the government’s case holds up 
through the courts, the AP and other 
news-gathering agencies will become de 
facto public utilities. 

A survey of the new employees put 
on by the FEPC in its expanding field 
offices shows that they are generally 
liberal in outlook and that many of 
them have been urging race reforms 
for years. This fact bears out the con- 
tention of the reactionaries who seem 
to feel that the new FEPC will work 
harder than ever to open up a new sa- 
lient for social reform before the war 
is over and Johnny comes marching 
home. 





“T= man elected president in 1944 is going to have such heavy 
duties that he should be content with four years. And he will be 
so busy that there will be little time for politics. There will be no sec- 
tional problems such as Hayes had, but there will be other divisions in 
the country that will need attention. And he will have to find the way to 
demobilize the biggest and possibly the most incompetent bureaucracy 
that any war ever produced.” 


—Raymonp Motey, 
Writing in The Wall Street 


Journal, 
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Wire and Wireless 
Communication 


O* November 3rd hearings were 
scheduled to get under way before 
the Senate Interstate Commerce Commit- 
tee on the Wheeler-White bill to reor- 
ganize the Federal Communications 
Commission and spell out the jurisdic- 
tional authority of the commission un- 
der the Communications Act. It is pos- 
sible that such hearings may be worked 
in in some way with progress on the 
Wheeler-White-McFarland resolution 
calling for an investigation of interna- 
tional communications by wire and wire- 
less. This resolution, approved by the 
Interstate Commerce Committee under 
the chairmanship of Senator Wheeler, 
was also approved by the Senate. 

The Wheeler-White-McFarland in- 
quiry would examine ownership, con- 
trol, and services rendered as well as 
rates. It would particularly look into the 
extent and nature of control and influ- 
ence of foreign governments over com- 
munications which extend into this coun- 
try. 
The resolution is an outgrowth of con- 
gressional demands that groundwork be 
laid by Congress for the establishment 
of an American policy on international 
communications. Senator Wheeler stated 
that he had come to the conclusion that 
there must be some form of government 
control over foreign communications 
touching in this country for the pro- 
tection of our own Army and Navy as 
well as domestic commercial interests. 

Creation of one or more big American 
combines to handle this country’s inter- 
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national communications — cable, radio, 
and telephone—is under active consider- 
ation by government agencies. Such 
“monopolistic” companies would be pri- 
vately owned and operated but would be 
backed by the full weight of govern- 
ment prestige and authority in much the 
same manner as Great Britain supports 
its international communications monop- 
oly, Cables & Wireless, Ltd. 


LL government agencies interested in 
A international affairs have been rep- 
resented in the preliminary discussions 
now under way. The State Department 
and the Federal Communications Com- 
mission, however, are taking the lead. 
The nine important American companies 
now operating in the international com- 
munications field have not yet been called 
into formal consultation. However, it is 
understood that executives of several of 
these corporations favor the general idea 
and hope a plan for foreign operations 
can be worked out to establish a strong 
company or companies, with a position 
comparable with that which the American 
Telephone and Telegraph Company holds 
in domestic telephone communications 
and Western Union has just gained in 
the telegraph field. 

Government officials currently are dis- 
cussing two alternatives to formation of 
a single giant monopoly. One group ad- 
vocates creation of two combines, one 
embracing telephone communications be- 
tween the United States and foreign 
countries, and another handling tele- 
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graph, whether by radio or cable. A sec- 
ond group believes that three combines 
should be formed—one of telephone, a 
second of cable-telegraph, a third, radio- 
telegraph. 

Any of these schemes would reverse 
a long-standing governmental policy of 
fostering strong competition among 


American companies operating in the 
foreign field. The purpose, officials say, 
is to make possible an extension of 
American influence and operate ‘‘on more 
even terms” with the British monopoly. 


n the House of Representatives side 
O of the Capitol, Chairman Lea of the 
special committee investigating the FCC 
announced that certain rules of proce- 
dure had been adopted to avoid criticism 
of the committee’s further investigation 
of the Federal board on grounds of un- 
fairness. 

The revised procedure as agreed on 
follows : 

All hearings of the committee shall 
be presided over by one of its mem- 
bers instead of by a member of the 
staff. 

All hearings shall be open to the 
public unless, because of military se- 
crets or other public interest, the com- 
mittee shall determine to meet in ex- 
ecutive session with a quorum present. 

The FCC shall be notified in ad- 
vance of all hearings. 

Oaths shall be administered to wit- 
nesses by the presiding chairman of the 
committee at any hearing. 

All witnesses shall testify under 
oath. 

It is the purpose of the committee 
to allow the commission full opportu- 
nity to present, in due time, any facts 
relevant to the subject matter of the 
hearing. 


Lea said that the committee had now 
agreed that under the resolution which 
created it, “hearings can be conducted 
only by a member of the committee and 
the presence of such member during the 
whole of such hearing must be regarded 
as within the intention of the resolu- 
tion.” 


627 


An immediate result of the commit- 
tee’s action was to bar from the record 
temporarily the testimony of two officials 
of a New York radio research firm until 
they could be heard in an open session 
with a committee member present. Lea 
said that the statements of the two of 
four officials of Short Wave Research, 
Inc., were taken “without the presence of 
any member of the committee at any 
time, and that in the case of one of the 
other witnesses a committee member was 
in attendance only a part of the time.” 

oe eee es 


[ag nawiag Mundt, Republican 
of South Dakota, declared recently 
that government operation of radio 
broadcasting is possible unless private 
owners ban what he described as bias 
and personal opinion from their pro- 
grams. 

“Tt is our hope,” he told the House, 
“that the radio industry will take steps 
to eradicate its own evils, but if the gov- 
ernment must act it is felt that Congress 
can prescribe regulations which will 
make freedom of speech on the air an 
equally true privilege of all and not 
merely an opportunity for propagandiz- 
ing to the privileged few.” 

While expressing favor of private op- 
erations, Mundt declared that although a 
“few wealthy radio tycoons” might not 
take the warning seriously, “private own- 
ership and operation of radio in this 
country is not a guaranteed certainty for 
even the next four years—to say noth- 
ing of the permanent future.” He said: 

Let these big men of radio scoff if they 
want to. I happen to know that the danger 
that privately operated radio in this country 
may have a short life is not something to be 
blithely overlooked. 

Stockholders and officials of large radio 
corporations might well remember that in- 
difference to danger signs along the way was 
precisely the attitude which trapped the great 
industrialists of Germany into becoming the 
servants of the Nazi political state. 

Indifference to public opinion and to public 
trends in this country may well do the same 
for our radio industry. 

Those who are in authority for the mo- 
ment in private radio have a responsibility 
to themselves, to their stockholders, to the 
cause of private radio, and to America it- 
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self, to discontinue flaunting bad practices in 
the face of public opinion and to take steps 
to eliminate them before they give cause to 
support existing plans to make radio a public 
instead of a private monopoly. 


* * * x 


i Pere girme ge interest in the East still 
is high in spite of the war, S. S. 
Fox, president and general manager of 
the Intermountain Broadcasting Corpo- 
ration, said recently following his return 
to Salt Lake City from New York city. 

Accompanied by John Baldin, chief 
engineer of the Intermountain Broad- 
casting Corporation, he attended a 
meeting of the NBC advisory board, and 
made a special study of television devel- 
opments. Some developments which 
will improve postwar television lie in the 
realm of military secrets, Mr. Fox said. 
These are along the line of higher effi- 
ciency, better antennas, and improved 
tubes. There have been no developments 
which will change the fundamental prin- 
ciple of television transmission and re- 
ception, Mr. Fox said. 

Factories are preparing plans for tele- 


vision transmitters and taking orders for 


postwar delivery, Mr. Fox said. He 
added another optimistic note by stating 
that new tubes, which will simplify the 
internal circuits in home receivers, will 
bring down the price. It appears that 
the unit cost of home television receivers 
of good quality will be about $250, with 
smaller sets proportionately cheaper. 
The trend is toward receivers for home 
use which will give pictures 14 by 20 
inches, he said. 
see 2 


HE contract between the Porto Rico 
Telephone Company, a subsidiary 
of International Telephone & Telegraph 
Corporation, and the government of 
Puerto Rico expires this year, and the 
insular government has given notice that 
it intends to purchase the property. Un- 
der the terms of the contract, the govern- 
ment is given the right to acquire within 
a year, if it gives notice of intent before 
the expiration of the contract. 
It is understood the government has 
already employed a Chicago engineering 
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firm, J. G. Wray & Company, to conduct 
a survey of the equipment and property 
of Porto Rico Telephone. Benjamin 
Ortiz, president of the public service 
commission of Puerto Rico, recently 
stated that in a visit to the United States 
he had arranged for a $5,000,000 loan in 
the form of a bond issue with which the 
communications authority planned to 
purchase the telephone equipment and 
property involved. The appraised value 
of IT&T’s interest (approximately 97 
per cent) in the Porto Rico Company is 
in the neighborhood of $5,000,000. 


xk * * * 


oO implement the purposes of the 
merger of Western Union Tele- 
graph Company and Postal Telegraph, 
Inc., approved by the FCC September 
27th, the commission announced on Oc- 
tober 19th it had authorized Western 
Union to eliminate about 1,800 duplicate 
telegraph offices now serving substan- 
tially the same areas. The orderly elimi- 
nation of these offices will enable West- 
ern Union to provide for a more efficient 
use in the merged carrier of the facili- 
ties and personnel of both Western 
Union and the former Postal company. 
The need for this authorization arose 
immediately following announcement of 
the merger, when telegraph traffic be- 
came heavily concentrated in Western 
Union offices, overtaxing its facilities and 
personnel, while former Postal offices 
were relatively idle. (See also page 653.) 
The “protection of the interests of the 
public” requires, however, that this au- 
thorization be subject to certain condi- 
tions and exceptions, the commission 
noted. The FCC order forbade West- 
ern Union to dismantle any trunk pole 
lines, wires, conduits, or cables; to close 
any functional office or to close or cut 
hours of service of any office in a com- 
munity where the nearest available tele- 
graph office is located more than one- 
quarter of a mile away; or to close, cut 
hours of service, or otherwise impair the 
operating efficiency of any office which is 
the only office in a community. Finally, 
where a duplicate telegraph office is elimi- 
nated, Western Union may not reduce the 
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maximum combined hours of service now 
given that community. 

Commissioners Paul A. Walker and 
Clifford J. Durr dissented. 


ee eR 


HE Federal Communications Com- 

mission announced its Proposed 
Report (P-28), on rehearing, denying 
relief sought by the Oklahoma-Arkansas 
Telephone Company for a physical tele- 
phone connection at Ft. Smith, Arkan- 
sas, between the facilities of that com- 
pany and the Southwestern Bell Tele- 
phone Company (respondent), and the 
establishment of a through route and 
charges between Poteau, Oklahoma, and 
Ft. Smith, Arkansas (Docket No. 
3796). 

The commission concluded that 
the proceeding should be dismissed, 
Commissioner Walker dissenting. 

The request had originally been denied 
by the commission in its report and order 
dated February 6, 1939, Commissioner 
Walker dissenting. On December 16, 
1941, the commission, on its own motion, 
reopened the proceedings to determine 
whether, because of the national war 
emergency, it might then be in the public 
interest to establish the physical connec- 
tion and through route. 

The commission gave consideration to 
the quality of service which the Okla- 
homa-Arkansas Telephone Company 
would offer, the critical materials and 
labor which the petitioner would require 
to rehabilitate its lines, and the availabil- 
ity of additional circuits of the South- 
western Bell Telephone Company, be- 
fore concluding in its proposed report 
that “it is not necessary or desirable in 
the public interest to order a physical 
connection at Ft. Smith, Arkansas, be- 
tween the facilities of the parties here- 
in, or to establish through routes and 
charges between Poteau, Oklahoma, 
and Ft. Smith, Arkansas.” 

_In his dissenting opinion Commis- 
sioner Walker stated : 


_ Respondent, by severing physical connec- 
tion. . , at or near Ft. Smith, Arkansas, 
has deprived petitioner of the use of its toll 
line and the right to route any of its long- 
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distance business over that line. The facts 
and circumstances connected therewith con- 
stitute, in my opinion, an unwarranted... 
taking . . . of complainant’s property. ... In 
determining whether the relief sought will 
be in the public interest, consideration may 
not be restricted to quantity and quality of 
service .. . Public interest also includes the 
right of the people to use specific public util- 
ity facilities which they have heretofore en- 
joyed, and would yet enjoy but for the arbi- 
trary action of the respondent, and the pres- 
ervation of due competition in the telephone 
utility field and the protection of smaller in- 
dependent enterprises from unwarranted de- 
struction by the more powerful and ever- 
growing monopolies. ... The wrongs com- 
mitted by the respondent herein will, unless 
corrected, remain forever a reminder to the 
public of the arbitrary and hurtful actions 
which can be perpetrated by a powerful 
monopoly. 

The ultimate effect of such actions will 
be to destroy ... public trust and confidence 
in utility management. 


* * * * 


HE Washington Supreme Court has 

handed down an important decision 
variously upholding contentions of both 
the Pacific Telephone & Telegraph Com- 
pany and the Washington Department of 
Public Service in a telephone rate case 
started in 1940. On the question of fair 
rate of return the high court reversed a 
lower court ruling that “not less than 6 
per cent” was required as against 5 per 
cent ordered by the board. 

Other features of the decision were as 
follows: That the state commission 
should allow some portion of the com- 
pany’s gross income to be paid to its par- 
ent, American Telephone & Telegraph 
Company, for research; that the com- 
pany’s employee pension system should 
stand and be chargeable as operating ex- 
pense; that the company is entitled to 
earn a return on property held “for fu- 
ture use”; that the commission may per- 
mit the company to charge as expenses, 
excise taxes levied by local communities ; 
that the commission rightly denied the 
company’s petition to install “metered 
service” in Seattle; that the trial court 
erred in holding that a determination of 
fair value of the company’s property 
must include consideration of the cost 
of reproduction. 
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Financial News 


A Valuable Statistical Summary 
On Utility Bonds and Preferred 
Stocks 


HE First Boston Corporation re- 

cently issued its 1943 edition of 
“Public Utility Bonds and Preferred 
Stocks—Statistical Data.” The booklet 
has appeared for about ten years, with 
the current addition of the preferred 
stock data, and now includes the follow- 
ing number of selected issues (Moody 
ratings) : 

Electric & Gas Bonds 


One of the pages giving data on six Aaa 
bond issues is here reproduced. 

As a leading underwriting house (see 
ForTNIGHTLY October 14th, page 498) 
First Boston has tabulated selected items 
and ratios in very much the form in 
which they and other investment bankers 
prepare “comparison tables” on issues 
for which they are bidding. These large 
tables usually compare the pending bond 
issue with selected issues of similar qual- 
ity, size, business, etc., to aid the firm 
and other members of the group in pre- 
paring their bid as realistically as possi- 
ble. 

Thus, the bidding for high-grade 
utility refunding bond issues is becom- 
ing somewhat of an “exact science.” 
Since many of these issues are current- 
ly quoted almost in competition with 
Federal bonds of similar maturities, it 


and 
Comment 


By OWEN ELY 


is obviously necessary to subject them to 
the most rigid statistical scrutiny. There 
is always the danger that, if an under- 
writing house is somewhat overeager to 
obtain an issue, it will submit a bid 
slightly above the market for similar is- 
sues (after allowance for their “sea- 
soned” market position). When this oc- 
curs institutional buyers are apt to shy 
away from the offering, and it may be- 
come “slow” or “sour.” Fortunately there 
have not been many of these issues, but 
the present régime of competitive bid- 
ding, forced by SEC Rule U-50, prob- 
ably makes the danger somewhat greater 
than under the old system of negotiated 
bidding, where competitive pressure was 
less operative. 


T will be noted that the ratio “times 
present interest requirements earned” 
is presented in six different ways, de- 
pending on whether depreciation or Fed- 
eral income taxes have been deducted, 
and whether junior bond interest is in- 
cluded in charges. In some underwriting 
analyses three additional figures may be 
presented, including in fixed charges not 
only the aggregate interest payments but 
also various amortization and miscel- 
laneous items. 

In this connection, the interesting 
question arises whether amortization of 
plant acquisition adjustments should cor- 
rectly be classed as an expense, a deduc- 
tion prior to fixed charges, a fixed charge, 
or a profit and loss item. Obviously to 
include the amount in fixed charges may 
sharply reduce the “times earnings” 
ratios. Actually the item is similar to de- 
preciation and does not involve any cash 
expenditure. Hence it would seem proper 
to consider it as an expense item, at least 
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Consolidated 
Gas of Baltimore 


(000’s omitted) 234-1976 


Cleveland 
Electric Ilum. 
3-1970 


Consolidated 
Gas of Baltimore 
3-1969 





Date Offered Jan. 14, ’41 
Original Offering Price 103% 


July 17, '40 June 7, '39 
105% 105 





Ratings—Moody’s; Standard & Poor’s Aaa ; Ai+ 


Aaa ; Al+ Aaa ; Al+ 





Present Call Price 
Date of Next Change 


108 
Jan. 2,46 
Next Call Price 107 


107 1 
June 2, 44 May 1,°44 
106 107 


% 
July 1, 44 
107% 





Legal Investment in@ 


CIMNP INP CIMNP 





Sources of Revenues—Electric 
Gas 


7, 


96% 76% 74% 
_ 22 26 





Poriod of Earnings (12 mos. ended) 
Operating Revenues 
Maint. & Depr. % Oper. Revs.@ 


Dec. 31,42 
$124,300 
13.7% 


March 31, '43 
$37,895 
170% 


Dec. 31, ’42 
$47,359 
13.8% 





Provision for Fed. Inc. & Exc. Prof. Taxes 
Provision for Depreciation 
Gross Income after Depreciation & Taxes 


$19,479 
9,509 
28,614 


$ 5,712 
4,466 
7 7489 


$ 5,747 
4,313 
8,621 





$ 2,416 
2,416 


Interest Requirements—Mortgage Debt 
Interest Requirements—Total Funded Debt 


$ 2,416 
2,416 


$ 7,373 


$ 1,500 
1,500 





Times Present Interest Req. Earned: 
Before Federal Income Taxes: 
Mtge. Reg. before Depreciation 
Mige. Req. after Depreciation 
Total F.D. Req. after Depreciation 
‘After Federal Income Taxes: 

Mtge. Req. before Depreciation 
Mtge. Reg. after Depreciation 
Total F.D. Req. after Depreciation 


7.75 
5.95 
5.95 


5.36 
3.57 
3.57 


7.75 
5.95 
5.95 


5.36 
3.57 
3.57 





1.3% 
19.3 


Gross Income@ % Mortgage Debt 
Gross Income@ % Total Funded Debt 


19.3% 
19.3 





Bal. after Mtge. Req.@© % Oper. Revs. 
Bal. after Total F.D. Req.© % Oper. Revs. 


25.2% 
25.2 





Capitalization: 
Funded Debt—Prior Liens 
This Issue 


Same Lien 
Junior Funded Debt 
Total Funded Debt 
Preferred Stock 
Common Stock & Surplus 
Total Capitalization 


109,373 


“$162,373 





Mortgage Debt % Total Capitalization 
Total Funded Debt % Total Capitalization 


32.6% 





$1.30 
1.30 


Mortgage Debt per $ of Oper. Revs. $1.53 
Total Funded Debt per $ of Oper. Revs. 1.53 1. ‘84 





Dec. 31, ’42 
$152,689° 
; 16,380 

“$169,069 

25,678 
$143,391 


Property Account@ as of: 
Utility Plant 
Intangibles 
Plant Acquisition Adjustments 
Gross Plant 


Dec. 31,’ 42 
$- $344,389° 
1,143 
6,304 
ol, 
48,170 


“$303,666 


$186,047 
29,401 
156,646 


Depreciation Reserve 
Net Plant 


Dec. 31,42 
$152,689° 


16,380 
25,678 


40,62’ 
“3i24,716 “301 





Depr. Reserve as % of Gross Plant 
Provision for Depr. as % of Gross Plant 
Gross Plant per $ Operating Revenues 


15.8% 
2.6 
$4.56 


15.2% 
2.6 
$3.57 


is 
2.1 
$4.20 


15.2% 


24.6% 
2.7 x 
$3.57 


$4.35 





42.6% 
49.4 
50.8 


Mortgage Debt as % of Gross Plant 
Mortgage Debt as % of Net Plant 
Total Debt as % of Net Plant 


44.0% 
51.8 
51.8 


28.5% 
33.8 
33.8 


30.3% 
40.1 
40.1 


44.0% 
51.8 
51.8 





Domestic Electric Rates & a 
Average Revenue per KW: 
Average Annual Usage KWH) 


3.80¢ 
911 


3.26¢ 


4.96¢ 
794 1089 


3.16¢ 
1101 


3.80¢ 
91l 





Chief Source of Po’ 


wer@) 8 &P SP 
Cost Purch. Power & Gas % Op. Rev. (1942) 4.5% 11.4%(c) 8.5%(f) 


8 


&P 
11.4%(c) 





None 
Yes 


(d) 


% Mtge. Debt to be — by Sink. <0 
No 


24%(a) 
Maint. & Renewal or Improvement No. 


(d) 
No 


None 
Yes 





Reproduced from “Public Utility Bonds and Preferred Stocks,” 


Ofeieed Sree fh fede (oP oN 
(2) Pa. and ‘Trost Pine only x on , 
No adn ander ot of or gaa. 
preciation but before Fi noone Taxes 
Thou a ht the reper ozawa! Go 
Bot purport to present day replacement or 


realizable value. 
OFational eS Naaoea Rate per KWH: 3.67¢; Annual 
HNiydre ‘team; P— 


0 by retired bet ‘Purchased. 
red before cariest mortgage bond maturity, 
based on minimum cash sinking fund requirements. 


ba ty Pi Plant” excludes indicated intangibles and 


Sinking fund begins 1946. 
Company 

Water Power Corp. bo: 
= of clesteiaity cacee coat of gas wailable. 
praest amount Soutien te the year. 

mp one o oD company o! 

Cost of electricity f fort 1941; cost of gas not avail 

includes Company's investment in M 
oral at cost, $4,908,200. Accounts 


tssue 


a based on Company's original oat yoo 


also unconditionally guarantees Safe Harbor 


eite Duperteseel 
ted erp eo ioatt rewed by EPC. 
vi 
Senses to tat eerie: of EaLG8) remnlting from 
Taclitten cortited aa as necessary 
So oe 
i taxes which will 


to rel est increased 
poe from sateress saving on retirement of debentures. 
fiver ae 1950. For yee: fund at 100. beginning 
ay 
Substant: onginal cost (including intangibles) as 
proved by fre and my so Commission of 
Connecticu! t subject to later field check. 


d by First Boston Corporation 
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for the purpose of analyzing earnings 
coverage for bond charges. 

This statistical problem will doubtless 
gain increasing attention because of the 
current write-off program instituted by 
the FPC. In every case where a refund- 
ing operation or sale of a common stock 
by a holding company is involved, the 
tendency of the regulatory commissions 
as well as the bankers is to take a con- 
servative attitude and to write down the 
property so far as possible to original 
cost. But it seems unfair to charge off 
part of the write-off to reserve and/or 
surplus and to throw the remaining bur- 
den (through amortization over a period 
of years) on the fixed charges. Thorough 
consideration of this problem requires 
more space than is here available, but the 
subject is one to which utility executives 
should give careful consideration before 
precedents are thoroughly established 
and imbedded in the accounting regula- 
tions. In two recent security offerings the 
problem came up. In the sale of Idaho 
Power stock there was some question as 
to whether common share earnings 
should be stated before or after a newly 
initiated plant amortization item. The 
same problem is arising in connection 
with the current Delaware Power & 
Light refunding bond issue. 

In this connection a similar problem 
may be mentioned. Where new financing 
occurs a considerable saving is frequent- 
ly effected through the charging off 
against income of premiums on retired 
securities. This means so big a saving in 
Federal taxes for the current year as to 
throw net earnings out of line. Accord- 
ingly, it is becoming customary to insert 
in the fixed charges for that period, an 
item, “charge in lieu of Federal tax sav- 
ings.” However, instead of placing this 
item among the operating revenue de- 
ductions next to Federal taxes, where it 
properly belongs, it seems to be the 
fashion to place it in fixed charges. Some 
of the financial services then automatical- 
ly include it in the total of such charges, 
showing a smaller number of times 
earned. Correct location of this book- 
keeping item would avoid this mechani- 
cal error. 
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It will be noted that First Boston Cor- 
poration in tabulating the property ac- 
count provides separate items for in- 
tangibles and plant acquisition adjust- 
ments. It would be more exact if these 
items could be designated as “Account 
100.5” and “Account 107.” In many 
cases, the studies prepared by the com- 
panies (in conformity with regulations 
imposed by the FPC or the legal state 
commissions) have not progressed far 
enough to make these figures obtainable. 
However, it is increasingly the custom 
to indicate the progress made in setting 
up these charges, in the form of balance 
sheet footnotes in the annual reports, or 
(in more detail) in the prospectus issued 
in connection with a public security of- 
fering. The situation is still somewhat 
“foggy” even for the utility analyst, and 
there is considerable difficulty in obtain- 
ing accurately comparable figures for 
“aboriginal cost,’ as it is sometimes 
termed. 


fe illustrate the difficulties of inter- 
preting these figures, the question 
was raised by a potential buyer for a re- 
cent new bond issue, as to whether the 
bonds were definitely legal for purchase 
by savings banks in the state of New 
Jersey. That state specifies that the out- 
standing mortgage bonds must not ex- 
ceed two-thirds of the net book value of 
plant. 

The question was raised as to 
whether the plant acquisition account ad- 
justment, amounting to several million 
dollars and to be amortized over a 15- 
year period, should not be deducted from 
plant account as an “intangible,” in which 
case the ratio would exceed 67 per cent 
and the bonds would not be legal. A legal 
opinion was obtained to the effect that 
such deduction was unnecessary, but it 
is obvious that a great deal of confusion 
may arise over the present methods of 
handling these so-called write-offs or 
amounts in excess of “aboriginal cost.” 
The use of voluminous footnote explana- 
tions appears the only solution, during 
the present transition stage, but it would 
be helpful if accounts 100.5 and 107 
could be actually shown in the balance 
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sheet itself, together with an indication 
of their intended treatment (by amor- 
tization or otherwise). 

Sometime ago a set of standard sta- 
tistical “ratios” was set up for the guid- 
ance of institutional buyers of utility se- 
curities. It seems obvious that new prob- 
lems are arising and new ratios are in 
process of formation. Codperation be- 
tween all interested parties will be neces- 
sary to effect a scientific solution of the 
new problems which have arisen. In this 
connection it may be remarked that the 
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present trend is toward the use of the 
“over-all coverage” test for high-grade 
preferred stocks—the number of times 
the composite figure of fixed charges and 
preferred dividend requirements is 
earned. 

This figure is considered to give a 
much better indication of relative safe- 
ty than the more old-fashioned “number 
of times dividend earned” or the share 
earnings figure. 

Other preferred stock ratios presented 
by First Boston are funded debt and 
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preferred stock per dollar of operating 
revenues, and the balance after preferred 
dividends as a percentage of operating 
revenues. A recent innovation is the “tax 
cushion” ratio, which is computed as 
follows: First, there is computed the 
minimum income which will enable any 
given company to just cover fixed 
charges, income taxes, and preferred 
dividends. This is the amount below 
which earnings must not fall if preferred 
dividends are fully earned. The ratio of 
present gross income (before charges 
and before income taxes) to this mini- 
mum income is the “tax cushion ratio.” 
“Minimum income” for most public util- 
ity operating companies is computed by 
adding fixed charges to 140 per cent of 
preferred dividends. 


> 


New Financing 


UE to inevitable delays in prepara- 
tion of new issues, as well as the 
desire not to compete with the govern- 
ment bond campaign during September, 
the volume of autumn security offerings 
has proved somewhat smaller than antici- 
pated. As indicated in the accompanying 
chart, September volume was fairly good 
considering the fact that most of it was 
accomplished early in the month. Sep- 
tember offerings and the firms heading 

the syndicates were as follows: 
$1,500,000 Arkansas Louisiana Gas Ist 34s 
due 1948-53 at par (sold pri- 

vately to institutions) 
$17,000,000 Iowa Power & Light Co. 1st 34s 
due 1973 at 1084 (Kidder, Pea- 


body) 

$4,000,000 Pennsylvania Electric Ist 3é4s 
due 1973 at 1064 (Salomon Bros. 
& Hutzler) 

$3,500,000 Pennsylvania Electric 4.40% 
preferred stock at 1054 (Smith, 


Barney) 

$18,000,000 West Texas Utilities 1st 34s due 
1973 at 102.46 (First Boston 
Corp.) 


During October (to date) offerings 
have been as follows: A group headed 
by Shields & Co. offered $7,500,000 At- 
lanta Gas Light first 3s due 1963 at 
101.45 (to yield 2.90 per cent) and 20,- 
000 shares of 44 per cent preferred at 
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102.25 (to yield 4.40 per cent). A syndi- 
cate headed by First Boston Corporation 
has been awarded the $15,000,000 Dela- 
ware Power & Light first and collateral 
trust 3s due 1973, and 40,000 shares of 
4 per cent preferred stock; the new 
bonds are expected to be retailed on a 
2.70 per cent basis and the preferred to 
yield about 3.78 per cent. A Dillon, Read 
syndicate offered $16,000,000 California 
Electric Power first 34s due 1968 at 1034 
and at the same time a group headed by 
Stone & Webster and Blodgett and Bos- 
worth, Chanute, Loughridge & Co. of- 
fered 40,000 shares of the company’s 5} 
per cent convertible prior preferred stock 
at 1023. The California Electric financ- 
ing was noncompetitive. 

Regarding pending financing, the 
largest issue is the $65,000,000 Illinois 
Iowa Power first mortgage and collateral 
trust bonds due 1973, registered with the 
SEC October 23rd, which will be sup- 
plemented by a bank loan of. $4-5,000,- 
000. 

Cities Service Power & Light has 
proposed to recapitalize the common 
stock of its subsidiary, Public Service 
of Colorado, and to make a noncompeti- 
tive sale of the resulting 875,000 shares 
of $20 par value. Following the prece- 
dent established in the Idaho Power Case 
several months ago, the commission will, 
it is assumed, grant the request for a 
negotiated deal (obtained through arm’s- 
length negotiation). The company con- 
tended that, by reason of the magnitude 
of the sale, the fact that none of the 
stock was publicly held, the lack of list- 
ing of the publicly held senior securities 
on any national exchange, as well as the 
proposed changes in the balance sheet 
and capitalization of Colorado, the com- 
pany could obtain a price more nearly ap- 
proaching the intrinsic value by negotia- 
tion rather than by competitive bidding. 
The company has also proposed sale of 
a much smaller subsidiary, Durham Pub- 
lic Service, to Duke Power Company. 
Cities Service expects to use proceeds of 
sale of Public Service of Colorado for 
purchase (on the market or by tenders 
at prices not exceeding par) of its de- 
benture,5$s. 


634 











FINANCIAL NEWS AND COMMENT 





si8m0 UTILITY FINANCING (Monthly Averages) ¢1 ot 


\ Purpose of Financing 











~- ‘ 














“4% 
200 
= 7, 7 
200 A : 
Ae yy), 


150 o E 150 




















to tS Oe hee UV YS Pe 

































































Method of Financing 























Total Financing 


FUSES a 44% sl 4 
97 WAL 


} ba 13% oy 
ie SALES % \ ae Be 4 
i |, FO INSTITUTIONS \— 7» Lhe sa ‘ 
























































0 
nS 2 a 31 "35 = 7) J F MAM] J ‘ASOND 








NOV. 11, 1943 





A What Others Think 


Voluntary Conservation Gets 
Another Chance 


“ : ‘HE seven industries involved in the 
4& government’s voluntary conserva- 
tion program to conserve coal, oil, gas, 
transportation, man power, and critical 
materials have agreed to attack with new 
energy the problem of actually making 
the savings necessary to speed up produc- 
tion for the war. This assurance was 
given at three important meetings held 
in Washington, D. C., recently after 
thirty days’ trial of the voluntary pro- 
gram had failed to show any great 
amount of additional savings in several 
of the industries. 

The discussions had at the three 
meetings were viewed alike by industry 
representatives and government sponsors 
as having helped to clear the atmosphere 
and bring about a more united front. The 
discussions were frank and to the point 
and were sprinkled with minor clashes 
involving charges and countercharges 
with respect to responsibility for the suc- 
cess of the program. However, it was 
agreed that the frankness was helpful 
rather than harmful and certainly cre- 
ated a better understanding among those 
in attendance. 

The meetings were those of the inter- 
industry committee, attended by top 
ranking executives of the seven indus- 
tries. concerned—coal, petroleum prod- 
ucts, gas, water, electricity, communica- 
tions, and transportation; the task com- 
mittee of the electric power industry ; and 
the informal advisory committee of the 
electric power industry. 


on of the slow progress made 
in the power industry conservation 
campaign, there were indications that 
the War Production Board would have 
to issue mandatory orders which would 
rigidly restrict the use of power for com- 
mercial and street-lighting uses princi- 


pally. Such an order already had been 
prepared but was held up pending a trial 
to determine whether savings could be 
made on a voluntary basis. The War 
Production Board, through its Office of 
War Utilities, disliked the idea of issu- 
ing a mandatory order because of the dif- 
ficulty of enforcement and the obvious 
resentment which might come from the 
public. But WPB insisted that the sav- 
ings must be made—one way or the 
other. 

It was pointed out that man power is 
exceedingly short, that there is an actual 
threat of a serious coal shortage this win- 
ter, and that critical materials—particu- 
larly tungsten, as far as the electric 
power industry is concerned—were get- 
ting tighter. It was also pointed out that 
private utilities produce 65 per cent of 
their power with fuel and that, regardless 
of capacity, there might be a shortage 
of power if there is a shortage of fuel. It 
was recognized that Secretary Ickes, in 
command of the coal and oil situation, 
might easily use the failure of the elec- 
tric power industry to make a good 
showing in its voluntary conservation ef- 
fort as a club to strictly ration fuel to 
the utilities. 

It would be possible for him to order 
them to reduce their stockpiles, for ex- 
ample, to thirty days and limit them to 
fuel supplies amounting to, say, 90 per 
cent of their 1942-43 consumption. He 
might then say to the electric utilities: 
“You may now figure out your own way 
of effecting a 10 per cent saving, because 
you will not get any more fuel.” 


EPORTS have come in from many sec- 
tions of the nation indicating that 
retail dealer stockpiles are low. And in 
many yards there is hardly any coal 
available for domestic distribution. In 
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addition, the poorest classes of coal are 
being distributed for domestic and some 
commercial consumption, while all of the 
good coals are being diverted to war 
plants—such as steel mills and the like. 
If a real pinch in the domestic coal situ- 
ation should develop this winter, the pub- 
lic would suddenly become cognizant of 
two distinct handicaps: First, the coal 
that they were able to buy might be of a 
low grade and produce less heat than 
normally might be expected; and, sec- 
ondly, the supply would be short. 

If the domestic consumer should be- 
come aware through any official an- 
nouncement that it took large quanti- 
ties of coal to produce electric energy, 
which was being wasted in commercial 
and street lighting, public resentment 
would be rife. In other words, if the pub- 
lic were to find out that electric energy 
was being wasted, and that they were be- 
ing deprived of fuel partly because this 
fuel was being consumed to produce such 
wasted electricity, it would certainly back 
up any program to clamp down rigidly 
on the electric utilities. 


The fault in failing to obtain appre- 
ciable results in the conservation pro- 
gram thus far cannot be laid entirely to 


the utilities. Much of it can be laid di- 
rectly at the door of commercial users, 
who resented in many instances efforts to 
convince them that the saving of electric 
power was absolutely necessary. 


s a result of all of this pro and con 

thinking during the six weeks or 
more since the voluntary conservation 
program went into effect, the electric in- 
dustry’s task committee drew up a 6- 
point plan for increasing the tempo of 
the campaign. This plan was adopted by 
the informal advisory committee of the 
industry, along with a promise that it 


would renew its efforts to effect the nec- 
essary savings, and along with the as- 
surance of the Office of War Utilities 
that it would extend for a reasonable time 
the trial period before further considera- 
tion of a mandatory order. 

Here are the six points of the plan 
drawn up by the task committee: 


1. Have national trade associations co- 
Operate promptly and aggressively through 
their members in carrying out the conserva- 
tion program (Sponsor: OCR). 

2. Complete the setup of local 7-industry 
committees working through governors and 
mayors (Sponsors: Interagency and inter- 
industry committees). 

3. Have regional directors of WPB repre- 
sent Washington locally on the conservation 
program, designating a specific person from 
each regional or district office to do this 
(Sponsor: WPB). 

4. Continue and intensify the transmission 
of government publicity to the press, to local 
chambers of commerce, to trade associations, 
etc., stressing the why of the program (Spon- 
sors: Division of information, WPB, OWI, 
and secretary of the interindustry com- 
mittee). 

5. Have the electric industry groups 
named in § 3 of the task committee report of 
July 14, 1943, report to their members on the 
situation ; advise them of the codperation by 
other industries which is getting under way; 
ask those utilities which have not taken ac- 
tive steps to implement the conservation pro- 
gram with direct and effective local partici- 
pation to do so at once; and urge upon all 
the necessary steps to carry the program for- 
ward (Sponsor: OWU). 

6. Request the other six basic industries to 
tie in their advertising copy more closely with 
the broad national 7-industry conservation 
program (Sponsor: WPB). 


The task committee and the advisory 
committee both expressed confidence that 
if the six recommendations were carried 
through vigorously, the voluntary elec- 
tric conservation program would be a 
success within a reasonable period. 

—C. A. E. 





“It would be unfortunate if any of the managers of private industry 
were to be attracted by the idea that a little cartelization, either wholly 
in private or jointly in private and government hands, were desirable. 


Such a scheme won't work.” 


—EpiTorIAL STATEMENT, 
The Wall Street Journal. 
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Threat of Socialization Hits Many Industries 


AMUEL W. Murpny, president of 
Electric Bond and Share Company, 
told stockholders at their annual meeting 
in New York recently that while at one 
time the utility industry stood alone in 
the shadow of socialization, it now finds 
many other industries sharing its plight. 
He said it has been reliably estimated 
that one-fifth of the nonutility industrial 
facilities of the nation are now owned by 
the government, although in contrast only 
about one-eighth of the public utilities are 
so owned. 

“As to the public utility industry,” he 
said, “if government policy were such as 
to permit genuine integration, both phys- 
ical and corporate, we venture to say 
that the government would find no great 
difficulty in disposing of its public utility 
plant to private investment and business 
management, thus securing billions with 
which to retire public debt and at the 
same time placing such plant on the tax 
rolls where a_ substantial contribution 
would be made annually to the support 
and further retirement of public debt.” 

Speaking of the power industry’s war 
record, Mr. Murphy said that kilowatt 
hours of power and cubic feet of gas 
are invisible but vital ingredients in prac- 
tically every item of war export and ci- 
vilian supply. “Every ship and plane,” 
he said, “every tank, every gun, practi- 
cally every article of the manifold para- 
phernalia of modern war that leaves 
these shores carries in its design, fab- 
rication, and assembly, kilowatt hours of 
electricity and cubic feet of gas to the 
far-flung battlefronts—the total is in 
terms of billions.” 


s for Electric Bond and Share sys- 
tem, he said, it has contributed to 

the national man-power supply by turn- 
ing out record output with fewer em- 
ployees and has built necessary new fa- 
cilities with its own funds at a time when 
the war drain on the public treasury is 
staggering and when government finan- 
cial assistance to war industries is the 
rule rather than the exception. All this, 
he stressed, has been done with a mini- 
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mum of critical materials and a minimum 
of demand upon the time and attention 
of the government war organization per- 
sonnel. 

Despite the huge expansion programs 
to meet this increased demand, and in 
the face of many other difficulties, Mr. 
Murphy said that the price of electric and 
gas service has continued to decline at a 
time when the price trend for almost 
everything else has been upward. Point- 
ing out that this decline has been going 
on for decades, he added that “this is one 
industry and one business organization 
which has done a good job in ‘holding the 
price line’—a ‘rollback’ of utility prices 
would actually raise prices rather than 
lower them.” 

With reference to the industry’s 1942 
tax payments of $628,000,000, of which 
$400,000,000 was Federal tax, he said 
that if the industry were socialized not 
only would the government have to bor- 
row some $15,000,000,000 to buy the in- 
dustry from its present owners, but it 
would have to look to other sources of 
tax revenue to support the billions of 
public debt now supported by the tax 
revenues of the private utility industry. 
This, he asserted, would mean in effect 
that the government would have to ask 
remaining taxpayers to assume the bur- 
den of some $35,000,000,000 of addi- 
tional public financing. 


R. Murpnuy called present tax 
laws a grave threat to public utili- 
ties for the following principal reasons: 


1. Public utilities have always oper- 
ated under profit ceilings due to the 
fact that such profits are based upon 
a fair return, if they are able to earn it, 
on the present fair value of the prop- 
erty devoted to the public service. Ex- 
cess profits have always been elimi- 
nated by reduction in rates to consum- 
ers. Therefore, an excess profits tax 
applied to utilities is discriminatory 
and is in a sense a contradiction in 
terms. 

2. Under present tax. laws public 
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“IT’S ONLY AN AMERICAN GAS AND ELECTRIC 


utilities are penalized by heavier taxes 
as debt and preferred stock liabilities 
are reduced, thus discouraging use of 
venture capital, i.e., common stocks, 
and placing a premium upon high 
fixed charges while at the same time 
these companies are being urged to 
reduce their debts, 

3. While the tax burden on utilities 
owned by private citizens and man- 
aged by businessmen has increased by 
leaps and bounds in recent years, due 
almost entirely to heavier Federal 
taxes, power projects owned and con- 
trolled by government continue to be 
exempt from Federal taxes, thus 
greatly encouraging public ownership 
of utilities. 
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COMPANY ADVERTISING 
THEIR APPLIANCES, MEIN FUEHRER. THEY SAY THEY WILL BE GLAD TO 
DO THE LAST THING ON EARTH FOR YOU” 


If government power projects are to” 
be used as yardsticks by which to meas- 
ure performance of business-managed 
systems, Mr. Murphy declared their pro- 
ponents should not insist upon special 
privileges such as exemption from Fed- 
eral income taxes and excess profits taxes 
as well as tax exemption of their securi- 
ties. 

“We do not believe this double stand- 
ard is either fair or wise,” he added. “It 
carries a threat not only to the investors’ 
stake in the industry, but to its continued 
existence as an enterprise owned by in- 
dividuals and managed by businessmen, 
because in effect it places a high and ar- 
tificial premium upon government own- 
ership and operation.” 
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Federal Tax Law Places Heavy Burden 
: Industry 


On Gas 


EDERAL tax laws have placed a tre- 

mendous burden on the manufac- 
tured and natural gas industry, as well 
as upon all other utilities, which is out of 
proportion to the effect upon other indus- 
trial corporations, in the opinion of Ar- 
thur F. Bridge, president of the Ameri- 
can Gas Association. Mr. Bridge, who 
is also vice president and general man- 
ager of the Southern Counties Gas Com- 
pany, of Los Angeles, California, ex- 
pressed his views in an address before 
the twenty-fifth annual meeting of the 
association in St. Louis, Missouri, on 
October 28th. 

“That the [Federal tax] law in its 
present form hits public utilities harder 
than other industrial corporations is 
shown convincingly by a recent analy- 
sis in which the 1942 common stock earn- 
ings of ten of the largest companies in 
nine industries were compared with the 
corresponding average earnings for the 
period 1936-39,” said Mr. Bridge. The 
study includes the following industries: 
the electric and gas utilities, railroads, 
steel, oil, aircraft, automobile, chemicals, 
metals, and motion pictures. All indus- 
tries, said Mr. Bridge, except the public 
utilities showed substantial gains in 1942 
over the past period, while the latter 
group declined 28 per cent and only one 
company of the ten had increased earn- 
ings. 

Mr. Bridge declared that possibly the 
gravest potential threat to the financial 
stability of public utilities and a direct 
consequence of mounting income taxes is 
a disposition, particularly on the part of 
certain Federal regulatory agencies, to 
disallow as operating expenses taxes 
above the prewar level. The speaker 
pointed out that the principle of disal- 
lowing abnormal income taxes was first 
enunciated in several rate decisions dur- 
ing World War I, but was overruled by 
the U. S. Supreme Court in 1922 (Gal- 
veston Electric Co. v. Galveston) and 
was thereafter repudiated by several 
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state commissions which had initially 
adopted it. 


R. BRIDGE pointed out that the issue 

was revived by the Federal Power 

Commission in a decision involving rates 

of the Panhandle Eastern Pipe Line 

Company, in which he quoted the com- 
mission as follows: 


So that there may be no confusion con- 
cerning the tax situation in connection with 
the companies subject to our jurisdiction, 
where necessary to stabilize utility rates at 
reasonable levels during the war emergency 
period, we propose to allow as proper operat- 
ing expenses only such taxes as may be 
termed ordinary or normal. For the pur- 
pose of distinguishing between ordinary or 
normal and war emergency or abnormal 
taxes, we conclude that the basis prescribed 
in the 1940 Revenue Act establishes the high- 
est level of Federal taxes which may be al- 
lowed as an element of operating expense for 
such purpose. 


The Federal Communications Com- 
mission later adopted the same principle 
and it has been repeatedly urged by OPA 
in many rate proceedings before state 
commissions in which it has intervened, 
the speaker continued, adding that it 
should be noted that this exclusion has 
been advocated not only where rate in- 
creases were being sought, but also as a 
means of effecting rate reductions. Mr. 
Bridge declared : 


The state utility commissions are divided 
on this doctrine, although several, notably 
Connecticut, Indiana, and Michigan, have 
definitely repudiated it in recent decisions. A 
digest of reported opinions submitted to the 
NARUC convention last month, based on a 
canvass of all the state commissions, showed 
5 in favor of disallowance, 9 against, and 16 
noncommittal. 

Another variation of the same idea, which 
has found favor with some state commis- 
sions, is the reduction of rates (regardless 
of the resulting rate of return) to a point 
where no excess profits tax liability will be 
incurred. While the justification offered for 
this plan is somewhat different, the result to 
the utility and its stockholders is almost 
equally disastrous. This latter proposal be- 
came the paramount issue in a rate petition 
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filed against the Detroit Edison Company by 
the city of Detroit, which was recently de- 
cided by the Michigan Public Service Com- 
mission. The company’s brief in this case 
shows convincingly the unsoundness of both 
of these doctrines upon legal as well as 
equitable grounds. 


The speaker said that he felt the lan- : 


guage of the Michigan commission, in its 
opinion in this proceeding, concisely 
sums up the injustice and unwisdom of 
the disallowance theory. 

He quoted the Michigan opinion in 
part as follows: 


Under the laws of the state of Michigan, a 
regulated utility is entitled to earn a fair 
return upon the present value of the property 
devoted by it to public service. Money that 
has been lawfully spent in rendering service 
constitutes no part of sucha return. The dol- 
lar paid out for taxes is no more available 
as income and return than a dollar spent for 
labor or any other legitimate expense. .. . 
We know of no statute giving us the power 
to forbid a company the right to charge as 
an operating expense any tax lawfully in- 
curred by it... We therefore find that all 
taxes are a proper operating charge and they 
will be so considered in determining the in- 
come of the company in this case. 


M* BripcE said that natural gas 
companies were particularly hard 
hit by the Federal tax laws, explaining 
that under existing tax structure they are 
being penalized in proportion to their in- 
creased contribution to the national fuel 
requirements : 


... This appears paradoxical but is none- 
theless unfortunately true. Natural gas 
marketed by public utilities in 1943 will show 
an increase of 58 per cent over the immedi- 
ate prewar period. Most of this goes to war 
industries—75 per cent of the additional sales 
being industrial. Since natural gas is an irre- 
placeable resource, it follows inevitably that 
the remaining life of existing reserves is 
correspondingly shortened. The present tax 
law makes no specific provision for this ab- 
normal depletion or its resultant increase in 
cost of gas delivered to market. On the con- 
trary, the indicated unit net income of the 
natural gas industry, after taxes for 1943, is 
approximately 30 per cent less than for the 
prewar base period 1936-39. In order to con- 
tinue furnishing gas in the ever-growing 
volumes required to meet demands of war 
industry, these companies are forced to in- 
crease sharply their expenditures for lease- 
holds, exploration, drilling, compressors, and 
pipe lines. 
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He said it was essential that the tax 
law be modified to permit partial exemp- 
tion from excess profits taxes commensu- 
rate with the accelerated rate of exhaust- 
ing reserves, thus enabling natural gas 
companies to maintain their credit and 
to finance the betterments so vital in 
meeting our national fuel needs. He called 
attention to the fact that a special com- 
mittee representing natural gas com- 
panies has prepared a brief and is seek- 
ing remedial legislation. He explained 
that the form of relief requested is rec- 
ognized in the present statute and has al- 
ready been accorded to other natural re- 
source industries such as timber and 
mining. Turning to other aspects of the 
Federal Revenue Act of 1942, Mr. 
Bridge said: 


One result of the ever-mounting corporate 
Federal taxes is to increase greatly the dis- 
parity in the tax burdens carried by consum- 
ers of privately owned versus publicly owned 
utilities. The privately owned utilities and 
their consumers are thus saddled with a 
handicap which already has reached an 
average of 25 per cent of gross revenue for 
Federal taxes alone. Despite the manifest 
discrimination created by this tax situation, 
particularly where such utilities are engaged 
in competition, I fear that no relief may be 
expected until the need for additional na- 
tional revenue overbalances resistance to 
taxation by advocates of the publicly owned 
utilities. 

Another related problem, affecting public 
utilities generally, is the wide variation in 
the incidence of the excess profits tax upon 
rate of return, and in certain extreme cases, 
the depression of earnings to the point of 
credit impairment. While the excess profits 
provisions of the.act were ostensibly devised 
to recapture war-created, and therefore ab- 
normal, corporate profits, they have never- 
theless gravely reduced the normal equity in- 
come of many utility companies. A recent 
analysis of the 1942 tax returns of 14 major 
gas, electric, water, and telephone utilities in 
California, after adjustment for nonrecur- 
ring items, disclosed that the point of inci- 
dence of excess profits taxes ranged from 
4.67 per cent to 9.58 per cent upon the de- 
preciated historical rate base. Because of the 
81 per cent rate, this tax virtually con- 
fiscates earnings above the point of incidence. 


HE speaker reviewed the develop- 
ment of the gas industry, during 
the last twenty-five years particularly, 
and noted that the natural gas branch had 
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grown from an infant of 2,500,000 cus- 
tomers in 1918 to 8,500,000 in 1943. 
Meanwhile, the sister industry, manufac- 
tured gas, he said, gained 67 per cent in 
customers during this same period. To- 
tal gas sales by the entire industry in 
1942 were approximately 3.4 trillions of 
cubic feet, representing an increase of 
247 per cent over 1918. He continued: 


When the American Gas Association was 
organized, to use the words of our first 
president, Honorable George B. Cortelyou, 
“we were in the grasp of economic condi- 
tions for which we were not responsible and 
over which we could exercise but little in- 
fluence.” He referred to the mounting costs 
of operation due to war inflation of prices 
for materials and labor, and the difficulties 
of securing rate increases to keep step with 
changes. If the situation in 1918 required a 
united front, subordina<‘on of individual ob- 
jectives, and the best thought of everyone in 
the industry, how much more the current 
situation demands these same qualities in 
1943. 

Now, if ever, we must stand together. 


Noting the problems of transition 
from war to peace economy, Mr. Bridge 
declared that only vision, intensive analy- 
sis, and careful planning can steer the 
industry safely through the ordeal of re- 
conversion and accomplish a sound eco- 
nomic readjustment. He added: 


This need imposes a grave responsibility 
upon those in executive positions. We must 
weigh carefully both our present situation, 
and our probable position at the end of the 
conflict so far as we can now foresee it. It 
is, therefore, quite fitting that our General 
Sessions Program Committee, under the 
capable leadership of Harry Wrench of Min- 
neapolis, has devoted this annual meeting to 
discussion of war and postwar problems. 

Our Committee on War Activities has 
from its establishment in 1942 been led by 
Ernest R. Acker, whose devoted services to 
the industry in a critical period will long be 
remembered. The Postwar Planning Com- 
mittee headed by Alexander M. Beebee, and 
thoroughly representative of the entire indus- 
try, has done an outstanding job of apprais- 
ing the factors with which we shall have to 
deal when the war ends. . . . Our associa- 
tion’s most valuable assets are men such as 
these, who are willing to devote themselves, 
their time, and their talents to our common 
cause. Among the subjects explored by the 
members of Mr. Beebee’s committee... are: 
the scope and character of markets, changes 
in purchasing power, and methods of retain- 
ing customer acceptance of our product. 
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HE speaker took cognizance of the 
fact that the industry’s competi- 
tors have been exceedingly active in de- 
veloping new appliances and preparing 
for the resumption of sales activities and 
noted that the gas industry had collec- 
tively expended large sums and much 
effort to develop markets for gas and 
to promote customer good will. He 
urged, therefore, that the industry be 
most diligent in devising means of hold- 
ing and expanding its markets when 
peace is restored. He said that one of 
the most promising of the new tools 
which will be available is the year-round 
air-conditioning unit, an appliance which, 
he said, is now being perfected and which 
with effective promotion should provide 
a substantial and much needed addition 
to off-peak load. 
Commenting on the research activities 
of the association, Mr. Bridge declared: 


As a member of the Laboratories Manag- 
ing Committee I have for many years main- 
tained a close contact with direction of the 
laboratories and a keen interest in their wel- 
fare. Until recently the principal function 
of our laboratories has been the testing of 
gas-burning appliances in the interest of the 
consuming public. Government restrictions 
and universal conversion to war production 
have so curtailed the manufacture of such 
equipment, that testing and approval activi- 
ties have been almost suspended. Anticipat- 
ing this condition, plans were laid in 1942 
for effectively utilizing the laboratories’ 
technical staff and special facilities in sup- 
plying engineering services for war products. 
After months of research, a special oxygen- 
regulating device was developed for use in 
airplanes. In October, 1942, our association 
was awarded a contract by the Army Air 
Forces for 25,000 of these regulators. Engi- 
neering and testing services are supplied by 
the laboratories, these constituting their ma- 
jor war project to date. 

In addition a number of research and de- 
velopment contracts awarded by the War 
and Navy departments, and other agencies 
of the Federal government, are now in 
progress, Briefly, they involve devices for 
control and regulation of gases. Special ap- 
paratus to maintain a constant gaseous at- 
mosphere in range finders, developed as the 
result of one of these assignments, has been 
approved by both the Army and Navy, and 
early award of a production contract by the 
War Department is expected. Plans call for 
the laboratories to test all production models 
prior to acceptance and to provide other en- 
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gineering services as required. Present war 
work will thus be considerably expanded, 
necessitating use of facilities of the Los 
Angeles laboratory. 


He explained that in addition to 
the responsibilities brought about by 
direct war assignments, the laboratories 
are now engaged in the most extensive 
research activities in their history. Dur- 
ing the year, he said, the scope of the re- 
search program sponsored by the com- 
mittee on domestic gas research was en- 
larged and additional funds assigned 
the laboratories for its conduct. Its ob- 
jective is the early completion of exten- 
sive fundamental research designed to 
aid the development and improvement of 
domestic gas-burning equipment which 
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will be manufactured in the postwar pe- 
riod. It is agreed that the industry’s fu- 
ture domestic load, Mr. Bridge pointed 
out, depends in large degree upon its abil- 
ity to continue to supply the public with 
new types of equipment encouraging the 
latest features of design and most ef- 
fective means of fuel utilization. 


He commended the gas industry for 
having a home service department well 
established and functioning when the 
war started. He said no other represent- 
atives of the industry have contributed 
more to community life and national wel- 
fare under war-time conditions. He called 
them missionaries of good will through 
essential service and information fur- 
nished to the public and cooperation 
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with many local and national organiza- 
tions. Among the home service pro- 
grams, Mr. Bridge mentioned aiding the 
government programs of home nutri- 


tion, nutrition in industry, and conserva- 
tion of fuels and appliances, as well as 
providing information on food rationing, 


—C.A.E. 





New “FURA” Volume Released 


HE publishers of “Federal Utility 

Regulation Annotated” announce 
the release of Volume 2 of that service. 
This is the second of a series of volumes 
dealing with Federal aspects of public 
utility regulation. It is devoted to an an- 
alytical summary of the work of the Fed- 
eral Power Commission in the admin- 
istration of the Federal Power Act and 
the Natural Gas Act. The work of the 
commission in the administration of 
the earlier Federal Water Power Act is 
treated in so far as it is pertinent to 
problems presently arising under the 
Federal Power Act. 

The increasing importance of Federal 
regulation of public utilities has made 
it necessary to make available in con- 
venient form the statutes and rulings of 
the Federal Power Commission. The 
usefulness of this volume, however, is 
not limited to those who are subject to 
regulation by this commission, since the 
commission operates under laws similar 
to those under which the state commis- 
sions act. Both Federal and state com- 
missions have corresponding powers and 
duties with respect to such matters as ac- 
counting, security issues, property trans- 
fers, rate making, and the enforcement 
of service obligations. Rulings by the 
Federal Power Commission are, there- 
fore, important precedents for considera- 
tion in regulatory proceedings before 
state commissions. 

This volume contains the Federal 
Power Act and the Natural Gas Act, with 
their amendments, and, in addition, sum- 
maries and discussions of decisions by 
the commission and the courts interpret- 
ing and applying each section of the law. 
The rules and regulations of the com- 
mission governing the administration of 
the law, together with the prescribed ac- 
counting practice, are included. 


N addition to rulings under these acts 

there are included judicial interpreta- 
tions of the Commerce Clause of the 
Constitution affecting gas and electric 
utilities—constituting a background for 
Federal regulation. Supplemental annota- 
tion will be issued with such frequency 
as to provide comprehensive data on cur- 
rent action. A back pocket flap is pro- 
vided for this purpose. 

This volume was originally designed to 
cover the period ending January 1, 1943, 
but because of the importance of certain 
court decisions—affecting previous com- 
mission action—during the first six 
months of 1943, references to these de- 
cisions have been included. Some idea of 
the up-to-date character of this volume 
can be obtained from the very fact that 
its roster of commission officials makes 
note of the recent appointment of Com- 
missioner Nelson Lee Smith. 

The summarization of decisions must 
not be regarded as a substitute for the 
full text of the opinions, which are avail- 
able in published form in FPC volumes 
and selectively in Public Utilities Re- 
ports. 


s a foundation for basic reference, it 
A is effectively supplemented by 
FURA Current Service (FPC), which 
brings to its subscribers prompt notice 
and analyses from month to month of all 
decisions, litigation, and other develop- 
ments affecting the work of the FPC. 

The new “FURA,” Volume 2, is com- 
posed of 957 pages. It contains not only 
a comprehensive subject index but also 
an exhaustive table of commission cases 
and court decisions, together with con- 
venient thumb notches for ready refer- 
ence. The cost of the new volume is $12, 
as in‘the case of “FURA,” Volume 1, 
published a year ago, on the SEC. 
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The March of 
Events 


AGA Convention 


T was a well-attended convention of the 

American Gas Association which convened 
in the Hotel Jefferson in St. Louis on October 
26th. The sessions extended through October 
28th. Attendance was surprising in view of 
the fact that an eleventh hour postponement 
had to be made in the original convention date 
to avoid conflict with the World Series base- 
ball games held earlier in the month in St. 
Louis. 

The address of the president of the associa- 
tion, Arthur F. Bridge, is reviewed elsewhere 
in this issue (page 640). Another principal 
speaker at the convention was Bert R. Bay, 
president of Northern Natural Gas Company 
and chairman of the association’s natural gas 
section. 

The record shows, Mr. Bay pointed out, 
“that the natural gas industry has not only 
continued to supply the essential needs of the 
8,500,000 homes and business establishments 
using natural gas together with a substantial 
portion of the gas fuel requirements of al- 
most 2,000,000 additional customers who used 
mixed gas, but that it has furnished ever-in- 
creasing quantities of natural gas for use in 
war manufacturing processes. 

Ernest R. Acker, president of Central Hud- 
son Gas & Electric Corporation, was elected 
president of the Association. J. French Rob- 
inson, president of the East Ohio Gas Com- 
pany, was elected vice president. 


Coastal Dim-out Ended 


|B gem regulations that have blanketed 
New York city and the rest of the coastal 
areas of the East, West, and Gulf of Mexico, 
have been canceled, effective November Ist, it 
was announced in Washington October 27th. 
The Army, Navy, Office of Civilian Defense, 
and the War Production Board joined in the 
announcement, which they said had been made 
possible by the successful campaign against 
U-boats operating in coastal waters. 

Replacing the current blackness, they said, 
would be a voluntary semidim-out described as 
a “brown-vut.” The latter is a compromise be- 
tween the full electrical radiance of prewar 
New York and the funeral dim-out of the last 
year that required citizens in coastal cities to 
grope their way about the streets of their com- 
munities, 
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Plot Afoot to Oust SEC? 


Present Roosevelt recently charged that 
there is definitely an undercover effort on 
the part of certain elements in many parts of 
the country to get rid of the Securities and 
Exchange Commission and get back to what 
these elements regard as the good old days. 

The President “made his accusation in an- 
nouncing the resignation of Edmund Burke, 
Jr., as one of the five members of the com- 
mission and the appointment of Robert K. 
McConnaughey, a lawyer, of Dayton, Ohio, 
as his successor. Mr. McConnaughey, who is 
thirty-eight years old, first came to Washing- 
ton in the office of the general counsel of the 
Agricultural Adjustment Agency in 1934. He 
became associate solicitor of the farm credit 
— of the Department of Agriculture in 
1941. 

Abolition of the Securities and Exchange 
Commission is one of the steps necessary to 
promote peace-time reémployment, according 
to Dr. Benjamin M. Anderson. Writing in the 
October 21st issue of the Commercial and 
Financial Chronicle, Dr. Anderson, professor 
of economics at the University of California 
and former economist for the Chase National 
Bank, declared that “access to the capital mar- 
ket is badly hampered by our securities and 
exchange legislation and by the rules and prac- 
tices of the SEC. New capital issues, and above 
all new stock issues by American corporations, 
— appallingly low since the middle of 

Dr. Anderson suggested that the Depart- 
ment of Commerce, through a subordinate 
branch, could administer the provisions of se- 
curity issue registration while the Justice De- 
partment could adequately handle the prosecu- 
tion of frauds arising from misstatements, etc., 
in security transactions. 


Dam Tentatively Approved 


HE House Rivers and Harbors Committee, 

acting on western navigation works, last 
month tentatively approved the $50,000,000 
Umatilla dam on the Columbia river. On mo- 
tion of Chairman Mansfield, Democrat, Texas, 
however, the committee skipped a $30,000,000 
authorization for improvement of the Snake 
river from its mouth to Lewiston, Idaho. Ap- 
proval of this project was withheld in line 
with Mansfield’s proposal to keep controversial 
items out of an omnibus bill to be introduced 
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after hearings which are now in progress. 

The chairman said there was no controversy 
over recommendations of the Army Engineers 
that the Umatilla dam was needed for naviga- 
tion, power development, and irrigation. The 
dam also would regulate the flow of water 
and thereby increase the value of the hydro- 
electric plant at Bonneville, 150 miles down- 
stream, the engineers said. 

Action of the committee on all the works 
is subject to a later vote when the bill is 
drafted. Mansfield’s plan is to approve non- 
controversial items as part of a public works 
program to provide jobs after the war. The bill 
will carry no appropriation. 


Court Sustains SEC 


HE U. S. Circuit Court of Appeals last 

month made public a decision upholding 
denial by the Securities and Exchange Com- 
mission of petitions by the Koppers United 
Company, Koppers Company, and the Eastern 
Gas & Fuel Associates of New York city. 

Koppers United asked the commission to de- 
clare that the Brooklyn Union Gas Company 
is not its subsidiary. Eastern asked to be de- 
clared not a subsidiary of Koppers Company. 
Koppers Company asked to be declared not a 
holding company as regards both Brooklyn 
and Eastern. 

“We think it appears that the commission’s 
findings (of denial) are supported by sub- 
stantial evidence,” the 3-judge court stated 
unanimously. 

The third U. S. Circuit Court of Appeals 
had also declined to annul an SEC order 
permitting a minority group of North Ameri- 
can Light & Power Company’s stockholders 
to file a “statement of claim” against Light & 
Power’s parent concern, the North American 
Company. The court held in dismissing Light 
& Power’s appeal that the SEC order is “in- 
terlocutory” and not appealable. 

The “statement of claim” was filed by Law- 
rence Condon of New York in an effort to pass 
on to North American any damages that might 
be assessed against Light & Power as a re- 
sult of a $30,000,000 suit brought against the 
latter by Illinois Iowa Power Company. 


“Death Sentence” Appealed 


A” appeal from the Securities and Exchange 
Commission’s “death sentence” order was 
filed recently in the third U. S. Circuit Court 
of Appeals by the Cities Service Company. 

Although no details of the appeal were avail- 
able at the time, it was believed the company 
contended that the SEC had overstepped its 
power and that it challenged the constitutional- 
ity of the order which was handed down by 
the commission in August. 

The SEC order, which would strip the $420,- 
000,000 holding company of all but a fraction 
of 47 companies, gave Cities Service Power & 
Light, major utility unit of Cities Service 
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Company, the choice of one of three integrated 
systems, but designated the Ohio group as be- 
ing the only one retainable if the company did 
make a choice within fifteen days. The com- 
pany failed to select its choice and the order 
became final. 

The Ohio group consists of the Toledo Edi- 
son Company, Ohio Public Service Company, 
and Alliance Public Service Company. 


Voice Tax Relief Plea 


geal from the present provisions of the 
excess profits tax law, which are discrimi- 
nating against the natural gas industry to an 
extent which may seriously interfere with 
future production for war purposes, has been 
asked by representatives of the industry. 

I, J. Underwood of Tulsa, official of the 
Oklahoma Natural Gas Company, testified 
last month for the industry before the House 
Ways and Means Committee and warned that 
“disaster will result if relief is not granted.” 
At the same time he submitted a formal brief 
for the industry outlining need for the re- 
quested relief and suggesting methods by 
which it could be granted. 

The industry, under the present law, has 
been forced to increase its production to meet 
war needs, but it is allowed practically no 
profit from the increased depletion of its ex- 
haustible capital asset—natural gas—Under- 
wood explained to the committee. 

Underwood pointed out that natural gas pro- 
duction in the United States has jumped 40 
per cent since the outbreak of the war, and he 
estimated that four-fifths of this increase is 
directly attributable to the war. 

Since the industry is under government con- 
trol, rates charged per unit cannot be in- 
creased so that the profit per unit of the larger 
production remains the same, Underwood ex- 
plained. But with no allowance from the high 
excess profits taxes for this increased produc- 
tion, the industry is being severely penalized 
for its increased war-time production, which 
in the end will reduce its ability to produce 
during normal times. 

The industry, he told the committee, “does 
not ask to be relieved of any part of the 
normal income or surtax, or to be exempted 
from all excess profits taxes, but requests that 
the present excess profits tax be collected so 
that it will not burden it far more than it does 
taxpayers who do not derive all of their earn- 
ings from the recovery and marketing of ex- 
haustible natural resources. 

“We merely seek the right to retain a rea~ 
sonable part of the earnings attributable to this 
increased business so that we will be able to 
finance the construction of new pipe lines to 
such new sources of supply,” he added. 

Underwood insisted that increased profits 
on this increased production of natural gas 
do not represent excess profits. “It really 
amounts to a confiscation of our capital,” he 
declared. 
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Supreme Court Defers Case 


Lees the United States Supreme Court 
could not muster a legal quorum of six 
to pass upon issues affecting the life or death 
of the North American Company and the 
Aluminum Company of America, the highest 
tribunal on October 18th ordered the cases 
suspended until a quorum could be found. This 
was said to mean indefinitely. 

The court set no time limit, stating that as 
four justices had disqualified ‘themselves, and 
thus there was no quorum, the two cases 
would be “transferred to a special docket and 
all further proceedings in each case is post- 
poned until such time as there i is a quorum of 
justices qualified to sit in it.” 

Such a quorum could be obtained only if 
one of the nine justices was succeeded by a 
new man, if one of the self-disqualified four 
changed his mind, or if Congress passed leg- 
islation altering the quorum number. Mean- 
time, North American has proposed plans for 
its own dissolution. 

The situation is said to have stimulated 
action in Congress relating to a bill to make 
the quorum for the court a majority instead 
of the present six. Such a plan is favored by 
Francis Biddle, the Attorney General, and 
Charles Warren, the unofficial historian of the 
court. 

The bill, as introduced by Senator Joseph C. 
O’Mahoney and Representative Hatton W 
Sumners, chairman of the House Judiciary 
Committee, specifies that the court shall con- 
sist of a chief justice and eight associates, “a 
majority of whom shall constitute a quorum.” 


Offers Florida Canal Bill 


EPRESENTATIVE Hendricks of Florida last 

month introduced a bill providing funds 
for immediate construction of the Florida 
barge canal, estimated to cost $44,000,000. He 
said the East would continue to suffer from 
lack of gasoline and fuel oil supplies unless 
additional transportation facilities were pro- 
vided. The canal would free tank cars for dis- 
tribution purposes in the Middle East and to 
eats inland from the Atlantic seaboard, he 
added. 


Protests Attack 


Mae Light, Heat & Power Consoli- 
dated, in a statement issued last month, 
said that the purpose of the Quebec govern- 
ment in seeking legislation leading to expropri- 
ation of the company seems to be “to destroy 
the credit and value of an important public 
utility of this Province.” 

The statement said the company had been 
built up as a public utility over a period of 
fifty years “by strict compliance with the laws 
of the Province, and today is recognized gen- 
erally as being the most economically operated 
public utility of its kind on this continent, 
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with a present credit standing superior to that 
of the Province itself.” 

The statement added that the investing pub- 
lic should ask Prime Minister Joseph Adelard 
Godbout of Quebec why, in attacking the 
company, “he has proceeded upon the assump- 
tion that the company will not be able to jus- 
tify its position before the public service 
board, or, in other words, why he has pre- 
judged the case.” 

The company has been advised it is to ap- 
pear before the public service board on No- 
vember 14th to show cause why its power rates 
should not be reduced. Premier Godbout an- 
nounced his government would seek expropri- 
ation of the company a few hours after the 
ruling of the board was made public. 

The company’s statement said the Premier 
had failed to recognize the fact that the Prov- 
ince itself, as a means of stimulating compe- 
tition in the electric field, “freely granted char- 
ters to any person willing to go into business, 
and consequently was responsible for the crea- 
tion of a large number of uneconomical units 
involving, literally, forests of duplicate pole 
lines in the area served by the company.” 

“The company had no alternative,” it added, 
“but to meet and solve the condition resulting 
from such a policy, and in the course of time 
succeeded in merging these several competing 
units into one integral system having for ef- 
fect the elimination of waste .. . followed by 
the periodic reduction of rates.” 


Chile Plans Electrification 


Ou of the most ambitious projects ever at- 
tempted by a South American country for 
the electrification of its territory, contemplat- 
ing the investment of close to $100,000,000 over 
a period of eighteen years, was announced at 
Santiago on October 25th. 

The plan, which provides for harnessing 
the principal rivers for the production of low- 
cost hydroelectric power down nearly the 
whole length of Chile’s 2,600 miles bordering 
the Pacific ocean, was disclosed in a statement 
put out by the “corporation for the develop- 
ment of production” which will be responsible 
to a great extent for the financing of the proj- 
ect. 

The proposed financial setup includes cap- 
italization for the first stage of the project of 
500,000,000 Chilean pesos ($20,000,000 United 
States currency), of which 450,000,000 pesos 
will be underwritten by the corporation for 
the development. 

The announcement explained that progres- 
sive industrial development depends upon the 
mechanical power available and that it is neces- 
sary to consider that reserves of low-priced 
coal, which so far have been an important fac- 
tor in Chile’s past development, may not be 
counted on indefinitely. It declared “Chile 
must have the energy to put in motion its 
economic resources.” 

The plan calls for division of the territory 
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into seven sections from Arica southward. The 
last two sections, which include the area be- 
tween Puerto Aysen and the Straits of Ma- 
gellan, have not yet been explored for the pur- 
poses of hydroelectric development. 

That part of the plan which is in final form 
calls for initial production of about 6,000,000 
kilowatts. The expected investment up to 1957 
is put at about 2,400,000,000 Chilean pesos. 


New Zealand’s Power Plans 


A 10-yEAR plan for increasing New Zea- 
land’s already large national hydroelectric 


supply organization was approved by the war 
cabinet recently. It will cost $100,000,000 and 
be started as soon as conditions permit. 

The program calls for the-erection of three 
stations on the Waikato river of 150,000 kilo- 
watts, 100,000 kilowatts, and 80,000 kilowatts, 
An existing station is to be-enlarged. It is also 
planned to have long-distance power lines 
carry 220,000 volts instead of 110,000 volts as 
now. 

The plan centers on populous and indus- 
trially advanced North island. South island 
— is to follow, but on a much lower 
scale. 


Arkansas 


War Electrification Discussed 


XTENSION of electrification to Arkansas 
farms in war time and after the war was 
discussed by the members of the board of di- 
rectors of the Arkansas State Electric Co- 
Operative at Little Rock last month. 
Following relaxation of war-time regula- 
tions on priority materials by the War Pro- 
duction Board last February, approximately 
500 Arkansas farms have been given electrifi- 
cation, J. T. Robertson, Jonesboro, state co- 
Operative chairman, said. The association has 
been permitted to place electricity on farms in 


an expanded war food production program 
planned by the farmers and cooperative off- 
cials, Mr. Robertson said. 

Materials already available through codper- 
atives are used. 

Approximately 85 per cent of the farms in 
the state are not electrified. The problem now 
is to aid in war-time food production and to 
plan for postwar expansion, it was pointed out. 

E. E. Karns, director of the Rural Electrifi- 
cation Administration’s application and loan 
division, St. Louis, Missouri, discussed ex- 
tension of power lines in Arkansas following 
the war to operate farm and dairy equipment. 


California 


City Water Rights Upheld 


Aro “pueblo” rights granted to the city 
of Los Angeles by the King of Spain to 
the waters of the Los Angeles river were up- 
held last month by the state supreme court, 
which gave the city full rights to waters of 
the San Fernando valley. 

The ruling was another milestone in litiga- 
tion brought by the cities of Glendale and Bur- 
bank seven years ago in a dispute over the 
water rights of the valley. The high court 
found that Los Angeles has prior rights on 
all the flood waters of the Pacoima and Tu- 
junga creeks as well as other streams in the 
region. 

Lower courts had upheld the cities’ rights 
to waters brought from the Owens valley 
which reached underground basins of the San 
Fernando valley through use in irrigation or 
through spreading grounds. However, the 
courts had held that water which reached the 
underground storage through conservation by 
the Los Angeles Flood Control District was 
open to appropriation by anyone who has ac- 
cess to it. 

In their suits, attorneys for the cities of 
Glendale and Burbank attempted to prove that 
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Los Angeles has title only to the normal flow 
of the water in the Los Angeles river and not 
to the impounded water. 

Testimony before the supreme court showed 
that Glendale had spent $5,000,000 and Bur- 
bank $2,000,000 in water development, but the 
court held the fact that they had been using 
the water did not affect the prior rights held 
by Los Angeles. 


Franchise Approved 


T= Los Angeles board of public utilities 
and transportation has approved the or- 
dinance before the city council which would 
give the Pacific Electric a franchise until May, 
1947, to operate its electric cars to connect 
with the present Aliso tracks eastward. 

Stanley M. Lanham, chief engineer for the 
board, reported that traffic congestion would 
be eliminated by the rerouting. Lanham also 
stated that tracks on Aliso street would not 
affect the plans for extending the Ramona 
Freeway by way of Aliso westward, to con- 
nect with the proposed Santa Monica Free- 
way by passing under Los Angeles and Main 
streets. 

This freeway extension cannot be made un- 


648 





THE MARCH OF EVENTS 


til after the war, according to Lanham, and 
in view of the fact that the Pacific Electric 
favors replacing electric cars with motor 
coaches, the rails may no longer be needed 
then. 


Bus Strike Ended 


PPROXIMATELY 200 bus drivers of the Santa 
A Fe Trailways system voted unanimously 
in Los Angeles on October 14th to go back 
to work at noon the following day, ending a 
strike that began on October 8th, halting serv- 
ice in California and stopping it partly in 
Arizona, Utah, and New Mexico. 


The drivers voted to return on the plea of 
L. J. Pierce, local chairman of the Brother- 
hood of Railway Trainmen, whose discharge 
by the company caused the walkout. 

Lon Charles, chairman of the local’s griev- 
ance committee, said the back-to-work decision 
was wired to Gene L. Green, tenth regional 
War Labor Board director’ in San Francisco, 
and that Pierce’s case had been placed before 
the board for final action as to his reémploy- 
ment. 

The company contended Pierce was dis- 
charged for insubordination while officials of 
the local brotherhood asserted it was for union 
activity. 


Colorado 


City Files Data 


HE franchise of the Public Service Com- 

pany of Colorado to distribute gas and 
electricity in Denver expires February 8, 1947, 
and only the voters of the city have the power 
to grant a new franchise, Mayor Stapleton and 
City Attorney Lindsey said recently in a state- 
ment prepared for filing with the Securities 
and Exchange Commission in Philadelphia, 
Pennsylvania. 

The SEC was scheduled to open a hearing 
October 20th on an application by the Public 
Service Company and its parent concern, the 
Cities Service Power & Light Company, to 
sell 875,000 shares of Public Service common 
stock to the public at $20 a share, par value, 
to carry out a government order requiring 
Cities Service to divest itself of Public Serv- 
ice ownership. 

The statement of the mayor and city attor- 
ney was sent to Philadelphia to be included 
in the record of the hearing. It said 

“So far as we can understand, the proposed 


hearing and any decision had thereas will not 
affect franchises or rates for services and only 
goes to the question of offering certain securi- 
ties to the public. 

“If our understanding is correct, then, in 
the interest of the public, we wish to call 
attention to the following facts: 

“1. The franchise of the Public Service 
Company of Colorado for the distribution of 
gas and electricity in Denver will expire Feb- 
ruary 8, 1947 

“2. Denver is a home rule city created by 
Article XX of the Constitution of Colorado, 
and the Colorado Supreme Court has held that 
even the Colorado Public Utilities Commis- 
sion has no power or jurisdiction in regard to 
the regulation of rates in Denver; but that all 
such matters are governed by the Denver 
charter and ordinances passed pursuant 
thereto. 

“3. The Denver charter provides that the 
granting of franchises and the regulation of 
rates of public utilities shall be by vote of 
the people.” 


District of Columbia 


Wage Increase Denied 


As per cent wage increase proposed for 
1,400 employees of the Washington Gas 
Light Company and its subsidiaries was turned 
down last month by a 6-to-3 vote of the re- 
gional War Labor Board, with labor members 
dissenting. 

The regional board, sitting in Philadelphia, 
found that “present rates paid this group of 
workers already compared favorably with the 
earnings of workers engaged i in similar occu- 
pations in the area.” The group had about 
exhausted the increase due under the WLB 
“Little Steel” formula, it was explained. 

The gas company wage increase was re- 
quested jointly by the company and the fol- 
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lowing unions: District of Columbia Gas 
Workers Union, independent; Northern Vir- 
ginia Gas Workers Union, Local 22,607, AFL; 
and Washington Suburban Gas Company Em- 
ployees Association. The Washington Subur- 
ban Gas Company, Montgomery county, Mary- 
land; Rosslyn Gas Company, Rosslyn, Vir- 
ginia; and Prince George’s Gas Corporation, 
Prince Georges county, Maryland, also were 
affected. 

The proposed increase, under an “escalator” 
clause calling for stated increases with each 
rise in the cost of living, would have gone to 
all employees paid less than $300 a month. 
WLB has announced a policy of “terminating” 
escalator clauses which might operate to have 
an inflationary effect. 
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Indiana 


Rate Cut Approved 


HE state public service commission last 
if) ed announced rate reductions of $276,- 
000 annually for small commercial consumers 
of the Indianapolis Power & Light Company, 
effective November Ist, along with other 
downward rate adjustments approved July 
2nd. The reductions were said to be the result 
of an agreement schedule between the commis- 
sion and officials of the utility. Serving to 
equalize rates between small commercial and 
residential consumers, it will affect 14,000. 

George Beamer, chairman of the commis- 
sion, said that with the reduction the com- 
posite rate structure “has been brought more 
nearly into line in these various rate classifica- 
tions.” 


He said that in working up the new struc- 
ture abnormal power consumption by defense 
operations and certain other operations were 
considered. 


Tax Boundary Case 


HE state supreme court was scheduled to 
hear oral arguments on October 29th in 
the Perry-Decatur township jurisdictional 
fight over taxing the $8,000,000 Indianapolis 
oe & Light Company’s Harding street 
plant 
Perry township appealed the decision of 
Judge John H. Morris, of Henry county, who 
upheld a 1943 act restoring an old boundary 
between the two townships and shifting the 
plant to the Decatur township tax duplicate. 


Kansas 


Wage Increase Ordered 


HE regional War Labor Board said re- 
cently it had ordered that employees of 
the Kansas Electric Company, Lawrence, cov- 
ered by union contract, should receive general 
increases of 5.5 cents an hour in pay, retro- 
active to April 1, 1943. 
The order, the board said, applied to about 
60 per cent of the 290 employees of the com- 


pany who are represented by the International 
Brotherhood of Electrical Workers, AFL. 

In addition, the board’s directive required 
the company and union to incorporate the 
standard maintenance of union membership 
clause in their contract, the board said, and 
also to include a_ standard arbitration 
clause providing for arbitration of grievances 
and disputes relating to interpretations of the 
contract. 


Missouri 


Municipal Ownership Plan 


| Speer utility legislation, defeated in 
the 1933 state legislature, was presented 
on October 20th to the Constitutional Conven- 
tion at Jefferson City in abbreviated form for 
inclusion in the proposed state Constitution. 

Wade W. Maupin, delegate from Carroll 
county, who as city attorney of Carrollton 
overcame efforts of privately owned utilities 
to prevent construction of a municipal electric 
plant and water plant, introduced a proposal 
to permit any city, town, or village in the 
state to build or acquire any utility or 
other revenue-producing public improvement 


through the issuance of revenue bonds au- 
thorized by a majority vote. 

The proposal, if adopted and approved by 
the voters as a part of the Constitution, will 
be a decisive defeat for privately owned util- 
ity lobbies, it was said. 

While the law has permitted cities of more 
than 75,000, of which there are only three in 
the state, to acquire utilities by a majority 
vote, cities‘-and towns of smaller population 
have encountered many difficulties through re- 
quirements of the Constitution for a two-thirds 
vote to incur liability that would make the 
municipal indebtedness more than 5 per cent 
of the assessed valuation. 


Nebraska 


May Acquire Title 


We the bonded obligations of the Con- 
sumers Public Power District are paid 
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any city or village served by it can acquue 
title to the distribution system in that com- 
munity by payment of $1, General Manager 
V. M. Johnson said recently. 
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Declaring the district provides the quickest 
method for Nebraska to acquire a “debt-free, 
statewide utility system, . . . bringing to all 
of the communities the economies that result 
from combined operations,” Johnson said Con- 
sumers’ directors at their meeting October 5th 
passed a resolution whose purpose “is to make 
clear statements frequently made by the dis- 
trict” of its willingness to convey title to dis- 
tribution systems to the respective cities and 
villages when the bonded obligations of the 
district are paid. 

The district, he said, is a political sub- 
division controlled by the legislature, which 
“considers itself... as being a public, codpera- 
tive, mutual, nonprofit organization, dedicated 
solely to supplying electrical energy to the 
communities and customers which it serves in 
the state.” It is prohibited by law, he said, 
from transferring its property to any private 
person, firm, or corporation. | : 

Johnson pointed out the district is paying 
to government subdivisions in lieu of taxes 
“the same amounts of money which were paid 
in taxes by the private corporations before 
they were acquired by the district,” and in 
the nearly two and one-third years of its op- 
eration has paid off, “or has money in sink- 
ing funds to pay off,” more than $3,000,000 of 
the bonds representing the cost of the proper- 
ties it has purchased. 

Declaring the district is “retiring its bonds 
regularly” with the aim of giving the state a 
debt-free statewide utility system, Johnson 
asked “the codperation of all cities and villages 
to obtain these objectives.” 


Wants Suit Dismissed 


LENN A. Bees had on file last month in 

district court an intervener’s suit in the 
condemnation court be quashed and dismissed 
Power, District against the city of Kearney. 
Bees asked that the proceedings before the 
condemnation court be quashed and dismissed 
and if the court fails to do that to proceed 


with a hearing on his case, taking evidence 
to determine a “fair and reasonable price” to 
be paid by the city, including severance dam- 
ages. Bees, describing himself as a bondholder, 
contended that by reason of the condemnation 
award he was about to be deprived of his prop- 
erty without just compensation, contrary to 
the Constitution. He suggested as a fair price 
at least $750,000. 

The condemnation court set a price of $271,- 
000, plus $5,975 for furniture, fixtures, and 
transportation equipment, plus $25,000 to be 
paid if the city ceased to buy power from the 
district within ten years. 


Consumers Buys Plant 


C32 B. Fricke, president of Consumers 
Public Power District, announced last 
month that Consumers had acquired the Spen- 
cer hydro generating plant formerly owned by 
the Nebraska Hydro-Electric Company. The 
basic purchase price was $455,000, expected to 
reach a maximum of $500,000. 

The purchase means, said Fricke, that Con- 
sumers has now acquired substantially all the 
electric generating facilities formerly owned 
by private power companies in the state of 
Nebraska, except Omaha, and is operating 
and maintaining such properties as a public 
agency for the benefit of electric users. 

The entire output of the Spencer hydro 
plant has heretofore been purchased by Con- 
sumers. 

“By acquiring the properties, the district will 
be reducing the power cost of the northeastern 
Nebraska division by about $20,000 a year 
after payment of all expenses of operating 
and maintaining the hydro plant and paying 
interest and retiring the revenue bonds issued 
to pay for the property,” said Fricke. 

The purchase of the Spencer hydro was 
contemplated at the time Consumers purchased 
the Interstate Power Company in 1940 and 
=— bonds were authorized for this pur- 
chase. 


New York 


Utility Charge Changed 


bE Ken. state public service commission last 
month announced a new line extension 
plan by the New York State Electric & Gas 
Corporation under which the minimum month- 
ly charge is reduced to $2 a customer, regard- 
less of the length of the extension. Under ex- 
isting schedules, the minimum monthly charge 
increases for extensions beyond 660 feet a 
customer. The commission said the revision 
would save rural users $35,000 annually. 
Similar plans have been allowed for the 
Niagara Hudson system and the Rochester 
Gas & Electric Corporation, making 85 per 
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cent of the state franchise area now covered 
by the plan, with total savings of upward of 
$100,000 annually to customers of the three 
utilities, the commission said. 

The New York State Electric & Gas Cor- 
poration serves more than forty counties in 
the state. 


Railroads Upheld 


HE court of appeals on October 14th 
unanimously upheld the right of three 
railroads to increase noncommutation pas- 
senger fares 10 per cent in New York city. 
The decision of the state’s highest tribunal 
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reversed a lower court decree sought by the 
transit commission which enjoined the rail- 
roads from instituting a 10 per cent increase 
‘of fares in the New York city area, originally 
scheduled for effect in February, 1 

The transit commission, formerly the metro- 
politan branch of the state public service com- 
mission, since has been abolished and its duties 
have been taken over by the state commission. 


The Long Island Railroad Company, the 
Staten Island Railroad, and the New York 
Central Railroad contended the increase was 
required by an Interstate Commerce Commis- 
sion order of January 21, 1942, which “had 
the effect of barring state authority.” An in- 
crease of interstate rates, authorized at that 
time, made necessary a corresponding rise in 
intrastate rates, the companies asserted. 


5 
North Carolina 


Gas Sale Approved 


HE state utilities commission recently ap- 

proved the sale of the Raleigh, Durham, 
and Asheville gas companies to C. B. Zeigler, 
of Gastonia, operating as the North Carolina 
Public Service Company, Utilities Commis- 
sioner Stanley Winborne said. 


Winborne said that the purchase price for 
the Durham and Asheville properties was 
$453,000 plus assumption of obligations of the 
two companies, while the price involved in the 
deal for the Raleigh company was $203,000 
and assumption of obligations of the com- 
pany. The Raleigh sale would be submitted to 
the SEC for approval. 


Pennsylvania 


Commission Approves Sale 


e HE Pennsylvania Power & Light Company, 
Allentown, on October 15th had authori- 
zation from the state public utility commission 


to become the sole owner of the Edison IIlu- 
minating Company of Easton. 

The acquisition was assailed by Commis- 
sioner Thomas C. Buchanan, only Democratic 
member. 


Texas 


Bond Proposal Rejected 


dase ye of El Paso on October 25th reject- 
ed a proposal that the city take over the 
El Paso Electric Company through the issu- 
ance of revenue bonds. The proposal to ac- 
quire the company, a subsidiary of the En- 
gineers Public Service Company, was defeated 
by nearly 4 to 1, or 2,475 to 651. 

In September, officials of Engineers Pub- 
lic Service, attempting to meet the “death sen- 


tence” provisions of the Public Utility Holding 
Company Act, signed a contract to sell the El 
Paso Electric common stock to the city for 
$6,847,000, subject to the approval of the 
voters. 

According to reports on the referendum, 
employees of the company played a leading 
part in the defeat of the proposition, their po- 
sition being that they would prefer to work 
under private management than to be trans- 
ferred to the city payroll. 


Utah 


Court Grants Stay 


HE state public service commission’s order 

for an annual reduction of $1,500,000 in the 
rates of the Utah Power & Light Company was 
stayed last month by the state supreme court 
pending final determination of the appeal from 
the order recently carried to the court by the 
company. 

The order was to have gone into effect on 
October 15th, with reductions being distributed 
among various classes of power users accord- 
ing to a schedule adopted by the commission 
early last month. 
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In granting the stay, the court required the 
power company to furnish a bond of $150,- 
000, and to agree to pay monthly into an 
account standing jointly in the names of the 
power company and the commission an amount 
equal to the difference between the present 
rates and those ordered by the commission. 

If the commission’s rates are sustained by 
the court, this impounded fund will be dis- 
tributed to UP&L customers on a pro rata ba- 
sis, but if the present rates are upheld the 
money will revert to the company. The com- 
mission reported that the company had ob- 
tained bond required by the court. 
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The Latest 
Utility Rulings 


Federal and State Powers in Relation to 


Merger of Telegraph Companies 


& Be New York commission certified 
its approval of the amendment of 
the certificate of incorporation of the 
Western Union Telegraph Company, 
pursuant to §38 of the New York 
Stock Corporation Law, but, in an opin- 
ion by Chairman Maltbie, discussed the 
respective powers of Federal and state 
. commissions. Matters under state con- 
trol had to do with the procedure to be 
followed in the issuance of securities 
which the Federal Communications 
Commission had authorized in approv- 
ing the merger of the Western Union 
Telegraph Company and the Postal Tele- 
graph, Inc. 

Counsel for the company stated that, 
in passing upon or considering any phase 
of the application, the state commission 
could rely upon the findings of the Fed- 
eral commission “very much as if it had 
passed upon the subject of the merger 
itself.” Chairman Maltbie declared: 

This is not and has not been the policy of 
this commission. If this commission has 
jurisdiction over a matter, whether exclusive 
or concurrent, we have not accepted as de- 
terminative the findings upon the facts made 
by another body. Findings have been made 
independently upon the record before this 
commission, and if in our opinion this com- 
mission had jurisdiction over the issuance of 
securities in this case, they would be passed 
upon in accordance with the standards which 
we have applied in similar proceedings. 


He said that if the state commission 
had any function to perform in relation 
to the combination of the two systems 
and the wisdom of the issuance of the 
proposed securities, the commission 
would be unable to find upon the show- 
ing before it that the proposed plan was 
in the public interest. Its action in re- 
gard to the certificate change was not to 
be construed as approving directly or 
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indirectly the unification or the issuance 
of securities. 

It was said to be difficult to under- 
stand how the Federal commission could 
approve the issuance of stock and make 
its findings effective, and the state com- 
mission still could find that the kind of 
stock to be issued and the rights to be 
conferred on stockholders were not in 
the public interest. Consolidation or 
merger might be wise and the price paid 
excessive, but the Federal commission 
had approved both. 

Prior to enactment of the law permit- 
ting this combination the Federal Com- 
munications Commission, it was pointed 
out, had no authority to pass upon the 
issuance of securities by any telegraph 
company. Certain powers and duties re- 
lating to securities had been conferred 
by state law upon the New York com- 
mission. Discussing the question wheth- 
er Congress has power to take from 
the states authority, which concededly 
they had possessed prior to enactment of 
the merger act, and transfer it to the 
Federal Communications Commission, 
Chairman Maltbie reviewed various ju- 
dicial decisions and stated: 


The rule is now well established that where 
Congress in the exercise of tts constitutional 
powers passes an act conferring powers on a 
Federal body, the several states have been 
deprived of authority to confer the same 
powers on a state body. 

... the Federal Communications Commis- 
sion has construed the grant as complete, and 
we see no public advantage to be gained by 
challenging that determination at this 
time. ... 

If the Congress has given the Federal 
Communications Commission authority to 
pass upon the issuance of securities by West- 
ern Union to the extent covered by the or- 
der, it follows from the cases cited above 
that the public service commission has no 
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authority or duty to pass upon the same 
question. It should be stated, however, that 
we do not construe the act of the Congress 
as giving the Federal Communications Com- 
mission power to pass upon the issuance of 
all securities of Western Union, a New York 
corporation, 

.. . the authority remaining in the public 
service commission regarding this specific 
matter is very limited. Western Union is a 
New York corporation. The state of New 
York certainly has authority to decide the 
procedure which a corporation shall follow 


in conducting its business and performing 
its corporate functions. There are certain 
steps which the law requires every corpora- 
tion to follow in dealing with its affairs as a 
corporation. Power over these matters has 
never been taken from this state and there is 
some question whether it can ever be taken 
from a state in the case of a corporation 
formed under state laws. 


Re Western Union Telegraph Co. 
(Case 11286). 


7 


Reserve for ‘‘Accelerated Retirements’’ 
Denied to Telephone Company 


HE Missouri commission, in au- 

thorizing an increase in telephone 
rates, referred to “a rather unique phase” 
of the case involving a claim for “‘acceler- 
ated depreciation” to reimburse the 
company for anticipated loss of invest- 
ment in equipment furnished temporary 
subscribers. An influx of population, 
owing to proximity of Fort Leonard 
Wood, had required during a 2-year 
period some 300 additional station instal- 
lations. The increase in subscribers was 
about 40 per cent. 

The commission pointed out that “ac- 
celerated depreciation” is a misnomer, 
for, said the commission: 

Accelerated depreciation, as we are famil- 
iar with that term, refers to the hastened 
wearing out of property resulting from in- 
sufficient maintenance, from excessive use, 
or from a combination of these factors which 
reduce the expected service life of that 
property to a point below that previously 
assumed in fixing depreciation rates. Here 
the company makes no claim that the life of 
a property is shortened below normal but 
merely states that at some time in the fu- 
ture they will have on hand excessive not- 
in-use property which will not have been 


retained in service long enough to. have 
warranted the initial investment. The claim, 
therefore, should be characterized as “ac- 
celerated return of investment” or by some 
similar title. 


The claim was said to be speculative. 
The property which the company claimed 
to have added for temporary customers 
did not serve a defense industry or a 
military post. It was not confined to a 
particular area, and, except for certain 
switchboard facilities, the particular 
units to be retired could not be identi- 
fied. 

Assuming that expansion was tempo- 
rary, said the commission, it was not 
equitable that a long-time user of serv- 
ice should be required to pay the entire 
loss in extraordinary retirements brought 
about by temporary subscribers. The 
commission, therefore, found that the 
item for “accelerated retirements” was 
a risk of the owner and that the sub- 
scribers should not be required to estab- 
lish a reserve for that contingency. Re 
Missouri Standard Telephone Co. (Case 
No. 10284). 


e 


Companies Not Required to File Rates for Service 
To District Condemning Property 


HE department of public service of 
Washington has sustained demur- 

rers to complaints filed by three public 
utility districts against power companies 
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to compel them to establish wholesale 
rates which would be applicable to the 
sale of electricity to the districts after 
completion of condemnation proceedings 
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to acquire transmission and distribution 
facilities of the company. 

Each district asserted that it had in- 
stituted condemnation action to acquire 
all electrical works, plants, and facilities 
now owned and operated by the company 
in certain areas, and that upon rendition 
of the verdict it will be necessary to de- 
termine whether the district can and 
should pay into court the amount of the 
award and take title to the properties or 
whether it must abandon the proceed- 
ings. As stated in the complaint in one 
of these actions: 


If the properties are acquired, the ac- 
quisition will be financed entirely by the is- 
suance of revenue bonds which will be paid 
for only out of the earnings derived from 
the properties. Before prospective buyers 
of revenue bonds can determine whether they 
will buy the bonds proposed to be issued, 
and before they can determine what rate of 
interest the bonds should bear, they must as- 
certain the probable net earnings of the 
properties under operation by the district, 
and they must decide whether these earn- 
ings are sufficient to provide for payment 
of the principal of and interest on the bonds 


and whether there is sufficient excess over 
bare requirements to make the bonds sale- 
able to their clients and to the general pub- 
lic. To determine these probable net earn- 
ings they must know what the district will 
have to pay for electric power. 


Each company filed a demurrer upon 
the grounds (1) that the department has 
no jurisdiction of the subject matter of 
the proceeding, (2) that the complainant 
has no legal capacity to sue or to file said 
complaint, and (3) that the complaint 
does not state facts sufficient to consti- 
tute a cause of action or to entitle the 
complainant to the relief demanded in 
the complaint. 

The department in each case, without 
discussion, sustained the demurrer. 
Public Utility District No. 1 of Clallam 
County v. Puget Sound Power & Light 
Co. (Cause No. FH-7723) ; Public Util- 
ity District No. 1 of Douglas County v. 
Washington Water Power Co. (Cause 
No. FH-7732); Public Utility District 
No. 1 of Okanogan County v. Washing- 
ton Water Power Co. (Cause No. FH- 
7719). 


7 


Sale of Electric Utility Property to 
Cooperative Corporation Approved 


N application by the Missouri Elec- 
tric Power Company and the Sho- 
Me Power Cooperative for orders au- 
thorizing the transfer of properties to 
the codperative, issuance of securities, 
and authority to operate has been ap- 
proved by the Missouri commission over 
objections by numerous parties, includ- 
ing municipalities and other utilities. The 
cooperative is to finance the enterprise 
by issuing 10,010 shares of capital stock, 
at $5 a share, to members and by borrow- 
ing $2,504,000 from the Federal govern- 
ment on a note secured by:a mortgage 
bearing interest at 2.48 per cent and to 
be amortized in twenty-five years. 
Attacks on the corporate power of the 
cooperative were overruled. The commis- 
sion held, among other things, that a 
challenge of the corporate existence of 
the codperative corporation can be 
reached only by a direct proceeding in 
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the courts. Corporate power is not prop- 
erly an issue in determinations of this 
sort and if the commission grants a cer- 
tificate it does not thereby adjudicate 
corporate power, enlarge the same, or 
confer any new powers. 

The commission also held that ap- 
proval should not be denied because the 
purchaser is a cooperative or because of 
unproven allegations that the property 
transfer is part of a scheme of socializ- 
ing the electrical industry in the state of 
Missouri. 

The commission concluded that it was 
not for it to determine the question of 
the right and power of the administra- 
tor of REA under the law to make the 
loan to the cooperative. It was said to be 
well secured and all of the codperative’s 
operative and financial plans, character 
and purpose of organization, and the na- 
ture, value, and extent of the property 
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were all well known to the administrator 
when he approved the loan agreement. 

Objections that the codperative could 
later exclude itself from commission ju- 
risdiction by conversion into a codper- 
ative under the statute relating to service 
in rural areas were overruled. It was 
pointed out that this corporation was or- 
ganized and obligated not only to serve 
its own members but also the public gen- 
erally, and it could not escape regulation 
in this way. 

The commission reiterated its ruling in 
other cases that it must determine 
whether or not the proposed transfer is 
detrimental to the public interest and 
whether or not the public will be put to 
any disadvantage. The commission had 
held that a property owner should be al- 
lowed to sell unless this would be detri- 
mental to the public. 

Sale of the property as a unit was con- 
sidered preferable to delay to permit the 
sale of separated parts. It was said that 
there were advantages to the public 
(which is served in some 51 cities, towns, 
and communities) that the system remain 
as a unit to render a continuity and more 
economical service to all under one own- 
ership and management. Since the seller 
was compelled to sell under orders of the 
Securities and Exchange Commission, it 
was also possible that unless the sale 
were approved the system would ulti- 
mately be dismembered and sold in par- 
cels as far as possible, with not only a 
disturbance of the service and the eco- 
nomical advantages of a unity of opera- 
tions, but the likelihood that service to 
some of the cities, towns, and communi- 
ties might entirely cease. 

The commission did not believe that 
its approval of the sale should be with- 
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held either on account of or to await the 
possibilities that as franchises in certain 
cities should expire the cities might es- 
tablish and operate their own municipal 
plants. 

An argument that speculators would 
profit by the transaction was met with 
the statement that this, if true, would be 
no reason to refuse approval. So long as 
securities are negotiable in a situation 
like this one there is no way to eliminate 
the speculator, and, as stated by the com- 
mission, “if it is not detrimental to the 
public interest for MEP to make this 
sale, it deserves an opportunity to do so 
whether or not speculation exists.” 

A charge of undercapitalization was 
based on the ground that 98 per cent of 
the capital structure would be long-term 
indebtedness, but the commission dis- 
tinguished a codperative of this sort from 
“profit-seeking public utilities.” More- 
over, it appeared that no more than 67 
per cent of the value of the system was 
represented by long-term indebtedness, 
leaving at least 31 per cent of the value 
unabsorbed by stock issue or indebted- 
ness. 

Since the codperative was to be ac- 
corded all the privileges of a public util- 
ity, the commission ruled that it must 
operate under the same regulations re- 
quired of public utility organizations, in- 
cluding the obligation to maintain an ade- 
quate depreciation reserve. It had been 
argued that since the codperative would 
pay monthly upon an amortization plan 
to reduce its long-term debt, this should 
displace the necessity of setting apart a 
depreciation reserve. The commission 
would not accede to this doctrine. Re 
Missouri Electric Power Co. et al. (Case 
No. 10,297). 


Cooperative Association Cannot Object to 
Invasion of Territory 


— was granted by the Colo- 
rado commission for an extension of 
electric service by the city of Lamar, 
which operates an electric system, over 
the objection of a rural electric codpera- 
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tive furnishing service in part of the ter- 
ritory. The commission denied interven- 
tion by the association, stating that it did 
not claim to be a public utility and was 
not asking for a certificate. 
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The association operates distribution 
lines and purchases its energy from the 
municipal plant. The commission said 
that if it were a public utility and were 
asking for a certificate of public con- 
venience and necessity, the situation 
would be similar to that in Hatmaker v. 
Public Service Commission (1937) 127 
Pa Super Ct 352, 20 PUR(NS) 147, 193 
Atl 123. 

There, the telephone company fur- 
nished service to a number of patrons 
without having secured a certificate. Hat- 
maker obtained a certificate authorizing 
service. He complained against the tele- 
phone company illegally furnishing serv- 
ice without a certificate. The telephone 
company appeared and admitted operat- 
ing without a certificate and applied for 
one. Such certificate was granted. 

The Pennsylvania court, in the Hat- 
maker Case, found that even though it 
would be advantageous to have the two 
small telephone service lines consoli- 


dated, the commission could not compel 
consolidation. It also held that the com- 
mission could not deny the certificate 
and thus work the practical confiscation 
of the one by the other. In the instant 
case, however, the commission pointed 
out that the association was not in a posi- 
tion to object, as it did not claim to be 
a public utility and was not asking for a 
certificate. The commission continued: 


While under the rule announced in Pub- 
lic Utilities Commission v. Loveland, 87 
Colo 556, PUR 1931A 212, 289 Pac 1090, it 
is the duty of the commission and the courts 
to protect a public utility from competition 
by one invading its territory, that rule does 
not require us to deny a certificate to one 
seeking to serve as a public utility because 
the territory it proposes to serve, in part, 
may be served by a nonutility or because 
some residents of the territory may be serv- 
ing themselves through an individually, or 
cooperatively, owned system. 


Re City of Lamar (Application No. 5913, 
Decision No. 21392). 


= 


Authority to Abandon Natural Gas Service Denied 


# Bees Federal Power Commission de- 
nied an application filed by the 
Cabot Gas Corporation for authority to 
discontinue natural gas service, pursuant 
to § 7(b) of the Natural Gas Act. The 
commission believed that the evidence 
did not warrant a finding that the avail- 
able supply of gas was depleted to the 
extent that continuance of service was 
unwarranted or that the present or fu- 
ture public convenience and necessity 
permitted abandonment. 

The applicant, a wholesale natural gas 
company, had been supplying the re- 
quirements of a distributing company 
under a contract, and it contended that 
this contract imposed an obligation to 
supply the requirements of the distribut- 
ing company even though other consum- 
ers, dependent upon the same supply of 
gas, were thereby deprived of all serv- 
ice. The commission held this position to 
be untenable. In discussing a public 
utility’s duty to serve the public whom 
it has undertaken to serve without preju- 
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dice or preference, the commission said: 


A utility which has undertaken to serve 
the public may not select customers to be 
served in total disregard of the rights of 
other customers equally entitled to service. 
The applicants have an obligation to serve all 
customers dependent upon them for serv- 
ice without favor or discrimination, and the 
Producers Gas Company is entitled to its 
equitable share of the available supply and 
no more. 


The obligation of the natural gas com- 
pany to continue service already under- 
taken without preference was held to be 
greater than the corresponding obligation 
to serve all consumers in the general 
service area in which its operations were 
conducted. The commission said that it 
followed, therefore, that in determining 
the respective contractual rights of appli- 
cant’s several customers, a natural gas 
company receiving gas under a storage 
agreement could not be considered a cus- 
tomer entitled to an equitable proration 
of the wholesale company’s depleted sup- 
ply. Accordingly, the commission stated 
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that it was its view that the applicant 
should arrange to devote its production 
of natural gas to meet the demands of its 


established customers. Re Cabot Gas 
Corp. et al. (Docket Nos. G-460, G-461, 
Opinion No. 105). 


e 


Judicial Notice 


g Shae Pennsylvania Superior Court, 
reversing an order authorizing an 
extension of motor carrier operations, 
ruled that the commission may not take 
judicial notice of inadequacy of existing 
facilities for the transportation of a 
specific commodity, and that this is par- 
ticularly true of fuel oil and gasoline, 
which are the subject of -rationing, de- 


of War Effects 


creasing the supply and the need of 
transportation to that extent. 

The effect of a war emergency upon 
transportation of petroleum products 
must be established by proof and is not 
a proper subject for judicial notice. 
Leaman Transportation Corp. et al. v, 
Public Utility Commission, 33 A(2d) 
721. 


e 


Other Important Rulings 


FEDERAL court held that the Inter- 
state Commerce Commission may 
signify the highway over which carriers 
may operate as well as areas between ter- 
minal points. Consolidated Freightways 
Inc. v. United States, 136 F(2d) 921. 


The Pennsylvania commission held 
that it has exclusive jurisdiction over 
abolition of grade crossings, and where 
it has not ruled upon the abolition of such 
crossings, an ordinance providing for 
abolition is of no effect. Re Pennsylvania 
Railroad Co. et al. (Application Docket 
Nos. 59825, 59826). 


Authority to substitute caretaker for 
wgency service at a railroad station was 
authorized by the Wisconsin commission 
in view of a decrease in revenues, previ- 
ous discontinuance of passenger service 
to the station, and removal of a spur track 
to cannery buildings in the area. Re 
Thomson (2-R-1504). 


The Pennsylvania commission, in de- 
nying authority to increase intrastate mo- 
tor carrier rates 10 per cent, stated that a 
general increase of 4 per cent would be 


reasonable in that it would effect parity 
between intrastate and interstate rates 
and would furnish additional revenues 
needed to meet increased operating costs 
and guaranteed continued service during 
the war. Commissioner Buchanan dis- 
sented, stating that the order “invites a 4 
per cent increase,” which he disapproved. 
Public Utility Commission v. Adams 
Transit Co. et al. (Complaint Docket No. 
13904). 


The Louisiana commission held that 
the reasonableness of freight rates may 
not be tested by a comparison with rates 
established to meet water competition 
when the water-compelled rates are spe- 
cial and depressed rates which should not 
be extended beyond the sphere of the in- 
fluences which brought them into being; 
and it also held that the fact that rail- 
road freight rates are lower in one area 
than another does not constitute unlaw- 
ful discrimination where the rates in one 
area were reduced to meet water compe- 
tition which does not exist in the other 
area. Higgins Aircraft, Inc. et al. v. 
Louisville & Nashville Railroad Co. et 
al, (Order No. 2975, No. 3824). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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RE RATES FOR TRANSPORTATION OF SAND AND GRAVEL 


OHIO PUBLIC UTILITIES COMMISSION 


Re Rates for Transportation of 


Sand and Gravel 


[Investigation and Suspension Docket No. 161.] 


Rates, § 649 — Increase under Price Control Act — Notice to Federal agency. 
1. A proposed increase in rates for the transportation of sand and gravel 
in intrastate commerce constitutes a “general increase” within the mean- 
ing of the Federal Price Control Act, requiring notice to the Office of Price 
Administration and consent to intervention in the rate proceeding, p. 131. 


Rates, § 649 — Increase during wartime — Defect in notice to Federal agency — 


Intervention. 


2. A proposed increase in rates for the intrastate transportation of sand 
and gravel is unlawful where the notice to the Office of Price Administration 
does not give that agency specific authority or consent for timely interven- 
tion by that agency in the rate proceeding, p. 131. 


[September 2, 1943.] 


p geraaeeoaes of proposed increase in rates for transportation 
of sand and gravel; cancellation of rates ordered. 


By the Commission: By schedules 
filed, on statutory notice, to become ef- 
fective June 1, 1943, respondents pro- 
posed certain increases in their Ohio 
intrastate rates for the transportation 
of sand and gravel, carloads, in open- 
top cars, from various points of origin 
on the Pennsylvania Railroad to vari- 
ous points of destination on the lines 
of the Pennsylvania Railroad and its 
connections. Upon protests of the 
Office of Price Administration, Wash- 
ington, D. C., and the Killbuck Sand 
and Gravel Company, the proposed 
schedules were suspended until Sep- 
tember 28, 1943, unless otherwise 
ordered by the Commission. Hear- 
ing was had on July 7, 1943. Briefs 
have since been filed by the parties 
and the case thereupon submitted. 

The schedules, herein under suspen- 
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sion, are published in supplements 
Nos. 72 and 74 to the Pennsylvania 
Railroad Company freight tariff, Ohio 
No. 512. On May 25, 1943, we re- 
ceived a telegram from Dewey C. 
Wayne, counsel for the Office of Price 
Administration, reading as follows: 

“This office protests increased rates 
supplement 72 Ohio 512 issued by 
Pennsylvania Railroad effective June 
1, 1943. Notice does not comply 
with statute October 2, 1942, because 
carrier failed to consent this Office 
intervention. Request suspension of 
increased rates.” 

On May 29, 1943, we received a 
letter from John H. Eisenhart, Jr., 
transportation counsel for the Office of 
Price Administration, dated May 27, 
1943, reading as follows: 

“Subject: Supplement No. 72 to 
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Ohio 512 (Pennsylvania Railroad). 

“On May 24, 1943, this office wired 
protest against rates published in the 
above schedule to become effective 
June 1, 1943, alleging that the notice 
served upon this office by the carrier 
did not comply with the amendment 
to the Emergency Price Control Act 
of October 2, 1942. The notice did 
not contain the consent of the carrier 
to the timely intervention of the Of- 
fice of Price Administration and was, 
therefore, not in compliance with that 
statute. Attached hereto is a copy 
of the notice served upon this office. 
After investigation, it appears that 
the change contemplated will result in 
higher prices to the consumer in con- 
travention of the Emergency Price 
Control Act and the Executive Order 
of the President of the United States 
issued April 8, 1943, and designated 
as Executive Order No. 9328. We 
respectfully request your Commission 
to suspend the operation of the sched- 
ule as it proposes to increase trans- 
portation freight rates.” 

On May 28, 1943, protest was filed 
on behalf of the Killbuck Sand and 
Gravel Company containing allega- 
tions similar to those stated in the 
protest filed by the Office of Price 
Administration and further requesting 
suspension of two rates published in 
supplement No. 74 to Pennsylvania 
Railroad freight tariff, Ohio No. 512, 
for transportation of the commodities 
involved from Brink Haven and 
Howard, Ohio, to Mansfield, Ohio. 

Section 1 of the Stabilization Act, 
approved October 2, 1942 (Public 
Law 729-77th Congress) contains a 
proviso, reading as follows: 

“That no common carrier or other 
public utility shall make any general 
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increase in its rates or charges which 
were in effect on September 15, 1942, 
unless it first gives thirty days’ notice 
to the President, or such agency as he 
may designate, and consents to the 
timely intervention by such agency be- 
fore the Federal, state, or municipal 
authority having jurisdiction to con- 
sider such increase.” 

On October 3, 1942, the President, 
by Executive Order 9250, promulgat- 
ed regulations for the carrying into 
effect of the Stabilization Act of 
October 2, 1942, which, among other 
things, established the office of Direc- 
tor of Economic Stabilization as the 
agency to receive notice of any in- 
crease in the rates or charges of com- 
mon carriers or other public utilities 
as provided in the aforesaid Act of 
October 2, 1942. On October 14, 
1942, the Director of Economic Sta- 
bilization issued a directive designat- 
ing the Office of Price Administration 
as his representative to receive notices 
of increases in common carrier or 
other public utility rates and charges, 
with authority to issue appropriate 
regulations for the receipt of such 
notices. The Office of Price Adminis- 
tration, in turn, issued Procedural 
Regulation No. 11, effective Novem- 
ber 12, 1942, containing, among other 
things, provisions reading as follows: 


“Thirty days before the effective 
date of a general increase in the rates 
or charges of any common carrier or 
other public utility, there shall be filed 
with the Transportation and Public 
Utilities Division of the Office of 
Price Administration, Washington, 
D. C., two copies of notice of such 
proposed increase. Such no- 
tices shall be deemed to have been 
filed when received in the office of 
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such division. If authority for the 
establishment of any such increase is 
required by any regulatory agency, 
notice shall be given on or before the 
time such authority is sought in order 
that the Price Administrator may have 
timely opportunity to intervene, but 
in no event shall such notice be given 
less than thirty days before such pro- 
posed increased rates or charges are to 
become effective. All notices shall 
state the name and address of the 
Federal, state, or municipal authority 
having jurisdiction over the rates or 
charges in question. Each such notice 
shall contain a statement that the com- 
mon carrier or other public utility 
consents to the timely intervention 
by the Price Administrator, on behalf 
of the Director of Economic Stabiliza- 
tion, before the Federal, state, or 
municipal authority having jurisdic- 
tion to consider such increase.” (lItal- 
ics supplied. ) 

The Office of Price Administration 
will be referred to hereinafter, at 
times, as “OPA.” 

[1, 2] Thirty days prior to the ef- 
fective date of the proposed increased 
rates, G. P. Shaw, chief of tariff 
bureau of the Pennsylvania Railroad 
Company, filed a notice with OPA 
per copy as set forth in the appendix 
hereto. This notice will be referred 
to hereinafter, at times, merely as the 
“Notice.” The first sentence of the 
Notice reads as follows: 

“Pursuant to the Emergency Price 
Control Act of 1942, as amended; 
Executive Order No. 9250; Directive 
No. 1 of the Director of Economic 
Stabilization, and Procedural Regula- 
tion No. 11 of the Price Administra- 
tion, we attach Supplement 72 to Ohio 
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512 issued to become effective June 
1, 1943.” 

Because of this wording, the fact 
that OPA filed protest requesting 
suspension of the proposed increased 
rates and was represented at the hear- 
ing by counsel, the respondents con- 
tend that the Notice was sufficient to 
meet the lawful requirements and that 
OPA did actually intervene in the 
proceeding. 

Counsel for OPA appeared at the 
hearing solely for the purpose of de- 
fending its contention that the Notice 
failed to meet the lawful requirements. 
We quote below, in part, from the 
brief filed by counsel for OPA: 

“Protestants appeared at the hear- 
ing and took the position that the pro- 
posed rates would be unlawful, even 
if they became effective, because re- 
spondents failed to give proper notice 
of the proposed increases as required 
by § 1 of the Stabilization Act.” 


“In order to effectuate the control 
of rates in accordance with the Stabi- 
lization Act, Congress has required 
that common carriers give thirty days’ 
notice to protestant of rate increases, 
and that they must consent to the 
timely intervention by protestant be- 
fore the Federal, state, municipal au- 
thority having jurisdiction to such in- 
crease. Because the requirement is 
statutory, protestant has no power to 
waive its provisions.” 


“In this proceeding the delinquency 
of the railroad respondents has placed 
The Ohio Public Utilities Commis- 


sion in an embarrassing spot. Unless 
carriers comply strictly with the notice 
requirements of the Stabilization 
Act, protestant’s actions with respect 
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to proposed increases of rates will be 
impeded. Respondents are requesting, 
therefore, that the Commission over- 
look requirements of that act which 
protestant regards as necessary to the 
proper administration of the duties 
of the Office of Price Administration. 
In asking that the Commission over- 
look the deficiencies with respect to 
its notice, respondents are asking that 
the Commission reach a decision which 
will be ineffectual, because rate in- 
creases are unlawful, regardless of the 
action of the Commission, if the car- 
rier fails to comply with the require- 
ments of the Stabilization Act. Prot- 


estant respectfully submits, therefore, 
that respondents’ delinquency should 
not be allowed so to impose upon the 
dignity of the Commission, and that 
respondents should be required to 
show strict compliance with the Stabi- 


lization Act before their proposals 
are considered.” 

Respondents, on brief, contend that 
the proposed increased rates are not 
numerous enough to be considered as 
a general increase. We do not agree 
with this view. Upon examination of 
the tariff naming the proposed in- 
creased rates, we find that the number 
of the proposed increased rates is suf- 
ficient to bring them within the mean- 
ing of the term “general increase” as 
that term is used in the Stabilization 
Act and Procedural Regulation No. 11 
of OPA. 


Upon careful consideration of the 
record and being fully advised in the 
premises, we find that the notice, as 
set forth in the appendix hereto, does 
not give to the Office of Price Admin- 
istration specific authority or consent 
for timely intervention and for that 
reason the proposed rates, herein un- 
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der suspension, are unlawful and 
should not be permitted to become 
effective at this time. 


APPENDIX 
The Pennsylvania Railroad Company 
Philadelphia, Pa., 
April 28, 1943. 
Desk T, File 171-AIA 
Transportation and Public Utilities 

Division 
Office of Price Administration 
Washington, D. C. 

Pursuant to the Emergency Price 
Control Act of 1942, as amended; 
Executive Order No. 9250; Directive 
No. 1 of the Director of Economic 
Stabilization, and Procedural Regula- 
ation No. 11 of the Price Adminis- 
tration, we attach Supplement 72 to 
Ohio 512 issued to become effective 
June 1, 1943. The tariff to which 
this is a supplement is only filed with 
the Ohio State Commission account 
of containing only Ohio intrastate 
rates. By this supplement, we have 
canceled the rates from Randles, 
Holmesville, and Millersburg, Ohio, 
and in addition the rates from Station 
20365 Shreve, 20380 Lakeville, and 
20395 Perrysville, Ohio, are also to 
be canceled account of rates being ob- 
solete, as the sand production from 
these points has long since been ex- 
hausted, therefore the cancellation is 
for the purpose of removing obsolete 
rates. 

The rates from the other points are 
increases brought about by the in- 
creased mileage involved due to the 
abandonment of the Walhonding 
Branch, authorized by Certificate of 
Public Convenience and Necessity, I. 
C. C. Finance Docket 13940, Penn- 
sylvania, Ohio & Detroit Railroad 
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Company et al. Abandonment, March 
6, 1943. Within Ohio the rates on 
building aggregates, including sand 
and gravel, for distances over 40 
miles are maintained under order of 
the Interstate Commerce Commission, 
L.C.C. Docket 25020, Rates on Sand, 
Gravel and Crushed Stone in the state 
of Ohio, which requires the rates over 
40 miles to be maintained on the PSM 
923 Scale. The abandonment of this 
branch increases these mileages, thus 
requiring the rates named to be in- 
creased to be in compliance with the 
I. C. C. Docket above mentioned. 

The supplement attached, as will be 
noted, involves adjustments for Ohio 
intrastate movement and we con- 
sidered that inasmuch as this adjust- 
ment results in increases, that your 
office should be advised. 

THE PENNSYLVANIA RAILROAD 
COMPANY 
By (Signed) G. P. Shaw 
Chief of Tariff Bureau 


AFFIDAVIT 


State of Pennsylvania) _. 
County of Phildelphiaf $$ 

G. P. Shaw, being duly sworn, de- 
poses and says that he is Chief of 
Tariff Bureau, The Pennsylvania 
Railroad Company; that the fore- 
going is a true and correct copy of a 
notice certified by deponent under 
date of April 28, 1943, and served by 
mail on said date, upon the Transpor- 
tation and Public Utilities Division of 
the Office of Price Administration, 
Washington, D. C. 

(Signed) G. P. Shaw 


Sworn and subscribed to before me 
this 28th day of April, 1943. 
(Signed) Ernest H. Brown 


Commission expires 21 February, 
1947, 





UTAH PUBLIC SERVICE COMMISSION 


Public Service Commission of Utah 


Utah Power & Light Company 


[Case No. 2612.] 


Valuation, § 40 — Rate base determination — Reproduction cost. 


1, Any rule or formula which requires the fixing of utility rates entirely or 
in part on the reproduction cost new less depreciation value of properties 


should not be followed, p. 143. 


Valuation, § 39 — Rate base determination — Reproduction cost — Combination 


of distintegrated systems. 


2. The reproduction new theory of rate base determination is particularly 
inappropriate when applied to a power system which has resulted from the 
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combination and integration of many separate and independently constructed 
electric systems of varying sizes and types of property, in many cases the 
properties having been constructed to serve small sections of the area pres- 
ently served and in several instances the facilities of the separate companies 
having paralleled and duplicated each other—not constructed as parts of a 
planned development or integrated system, p. 143. 


Return, § 11 — Basis — Original cost or prudent investment. 
3. The Commission may adopt, if it deems it fair and equitable, original 
cost or prudent investment as the rate base and reject all other formulas, 
p. 143. 

Return, § 9 — Fair value basis. 


4. There is no legislative requirement that the Commission base utility rates 
on fair value of the property, p. 143. 


Valuation, § 409 — Exclusion of evidence — Reproduction cost. 


5. Evidencé of reproduction cost is properly excluded in a proceeding to 
determine a rate base when the Commission would feel compelled to dis- 
regard such evidence, if admitted, because of its essential fallaciousness, 
p. 143. 

Valuation, § 49 — Rate base determination — Trended or translated investment. 
6. The theory of establishing a rate base on evidence of the trended or 
translated investment in property, representing an adjustment of actual 
investment by the application of translation factors to reflect the present pur- 
chasing power of the invested dollars, is fundamentally unsound and should 
not be used as a guide to a fair return or capital requirements of a utility 
company, p. 146. 


Valuation, § 68 — Original cost determination — Excess price to gain control — 
Earnings basis. 
7. Any amount paid to gain control of an operating system, clearly identified 
as capitalized earnings, should not be included in the rate base; only the 
investment prudently made for the benefit of the public and the uses of the 
business should be included, p. 150. 


Valuation, § 69.1 — Cost determination — Fees paid to affiliates — Intercompany 
profits. 
8. Fees paid to affiliated companies which are merely incorporated construc- 
tion departments of a parent company, representing profits to an affiliate, 
should be excluded from cost and from the rate base, p. 151. 


Valuation, § 114 — Preferred stock expense. 
9. An amount purporting to represent the cost of selling preferred stock 
should be excluded from cost of utility plant and from the rate base instead 
of being included as an “organization expense,” p. 152. 

Valuation, § 143 — Organization expense. 


10. Estimated organization expense not supported by evidence and not rep- 
resenting actual cost of organization should not be added to the investment in 
property or intangibles, where allowance has been made for the cost of pro- 
motion and organization services, p. 153. 


Valuation, § 98 — Accrued depreciation — Actual investment basis. 


11. The use of any depreciation method to compute accrued depreciation 
upon a valuation base other than actual investment is meaningless, since by 
definition the purpose of all recognized depreciation methods is to accumulate 
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a depreciation reserve which will equal the cost of the plant over its service 
life by means of an equitable apportionment of the annual charges, and, if 
computations are based on fluctuating valuations, no one can predict what 
amount will eventually be accumulated, p. 155. 


Valuation, § 107 — Accrued depreciation — Deduction of reserve — Use of sink- 
ing-fund method. 
12. It is fair and equitable not to deduct the accumulated reserve from plant 
cost when the sinking-fund method of depreciation is used because only the 
annuity portion of depreciation expense is included in operating expenses as 
a charge against the ratepayers, p. 155. 


Depreciation, § 32 — Sinking-fund method -—— Interest rate. 
13. The sinking-fund depreciation method is fair and equitable for rate- 


making purposes when the sinking-fund interest rate is the same as the rate 
of return, p. 155. 


Valuation, § 102 — Accrued depreciation — Sinking-fund depreciation method — 
Undepreciated prudent investment rate base. 

14. Use of the 6 per cent sinking-fund depreciation method with an unde- 

preciated prudent investment rate base was approved because of its adapta- 

bility to rate making, where the return allowance was at 6 per cent, p. 155. 


Valuation, § 307 — Working capital — Electric utility — Relation to expenses. 
15. Working cash capital of an electric utility was based on forty-five days 
of current cash operating expenses, plus full allowance for prepaid amounts, 
where the average elapsed time between the rendering of service and collec- 
tion of revenues was about thirty-five days, p. 157. 


Valuation, § 296 — Cash working capital — Depreciation expense — Delayed pay- 
ments. 
16. Noncash items, such as depreciation expense and items which are not 
paid for until after the related revenues are collected, are not included in 
the current cash operating expenses, p. 157. 


Valuation, § 294 — Working cash capital — Minimum bank balances. 
17. No additional allowance in working cash capital was made for minimum 
bank balances where a company had on hand at all times large amounts 


representing tax accruals in effect collected from customers and not paid 
until more than a year after their accrual, p. 157. 


Valuation, § 22 — Rate base determination — Actual investment — Price changes. 


18. The only just and proper rate base of an electric utility was held to be 
the actual investment in the property without giving effect to changes in 
price levels, p. 158. 


Valuation, § 67 — Actual investment — Plant acquisition adjustments. 
19. The fact that an amount is classified in Account 100.5, Utility Plant 
Acquisition Adjustments, does not necessarily establish whether it is to be 
included in or excluded from a prudent investment rate base and from the 
depreciation base for rate-making purposes, p. 158. 


Valuation, § 68 — Excess of system cost over original cost. 
20. Excess of system cost over original cost, classified in Account 100.5, 
Utility Plant Acquisition Adjustments, representing an investment made in 
connection with the integration of several smaller utilities into the present 
company system, although considered doubtful, was included in the rate 
base, p. 158. 
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Return, § 47 — Reasonableness — Relation to rate base. 


21. The problem of determining a fair rate of return is one that must be 
considered closely in connection with the fixing of a proper rate base, p. 159, 


Return, § 26 — Reasonableness — Prevailing interest rates — Current refinancing, 
22. Consideration of current interest levels in establishing the fair rate of 
return is especially appropriate when a company is presently engaged in a 
large refinancing program, p. 160. 


Expenses, § 114 — Taxes — Abnormal war conditions -—— Income and excess profits 
taxes. 

23. Allowance was made for all of a utility company’s taxes, to permit the 

company to earn the full return allowed without any deduction for the por- 


tion of income and excess profits taxes associated with the nation’s war 
effort, p. 160. 


Return, § 87 — Electric utility. 


24. A rate of return of 6 per cent on the rate base of an electric utility was 
held to be fair and liberal, p. 160. 


Expenses, § 92 — Regulatory expense — Abnormal items — Amortization. 
25. Expenditures pertaining to a rate case, reclassification of plant accounts, 
and the valuation of property, representing abnormal operating costs that 
will not occur in the future, need not be included in future operating costs 
but may be amortized over a 10-year period, p. 163. 


Depreciation, § 41 — Sinking-fund method — Interest rate. 


26. Depreciation expense of a company which is allowed a 6 per cent return 
should be computed by the 6 per cent sinking-fund depreciation method, 
p. 164. 


Depreciation, § 14 — Basis — Original cost. 


27. The proper depreciation base is the original cost of property and not a 
“fair value” depreciation base, p. 164. 

Expenses, § 114 — Income taxes. 
28. Allowance was made in operating expenses for present and future in- 
come taxes on the basis of the most recent Revenue Act and the taxable 
net income as reported to the Bureau of Internal Revenue, with the excep- 
tion that the tax depreciation adjustment was computed at a lower rate in 


view of the questioning of the allowance by the Federal tax authorities, 
p. 157. 


Expenses, § 114 — Excess profits taxes. 


29. Computed excess profits taxes not reported or paid should not be includ- 
ed in the cost of utility service and thus passed on to the ratepayers, p. 167. 


Rates, § 181.1 — Reasonableness — War period. 
30. An immediate rate reduction should be ordered, when it is shown that an 
electric company is earning excess profits from war business, instead of post- 
poning a rate reduction until “normal conditions” arrive, p. 170. 


Valuation, § 90 — Accrued depreciation — Deduction — Use of sinking-fund 
method. 
‘Statement that when the sinking-fund depreciation method is used for rate 
purposes no deduction for accrued depreciation is made if the sinking-fund 
interest rate is the same as the rate of return, p. 156. 


50 PUR(NS) 136 





PUBLIC SERVICE COMMISSION v. UTAH POWER & LIGHT CO. 


Depreciation, § 28 — Compound interest method — Sinking-fund method. 
Description of the compound interest method and the sinking-fund method 


of computing depreciation, p. 156. 


Valuation, § 107 — Accrued depreciation — Deduction — Use of compound in- 


terest method. 


Statement that, in order to deal equitably with the company and the rate- 
payers, it is necessary to deduct the accumulated depreciation reserve when 
the compound interest depreciation method is used for rate making, p. 156. 


(Hacxkinc, Commissioner, dissents in part.) 


[September 11, 1943.] 


I NVESTIGATION, on complaint by Commission, of electric utility 


rates; rate reduction ordered. 


APPEARANCES: Clinton D. Vernon 
and Warwick C. Lamoreaux, for the 
Public Service Commission of Utah; 
Paul H. Ray and Sidman I. Barber, 
for the Utah Power & Light Company. 


By the Commission: This proceed- 
ing was instituted by a complaint filed 
on behalf of the Public Service Com- 
mission of Utah alleging that the rates 
of the Utah Power & Light Company 
(hereinafter sometimes referred to as 
the company) are unjust and unrea- 
sonable, and that it is and has been 
earning in excess of a reasonable re- 
turn on a just and proper rate base in 
rendering electric service in this state. 
The complaint ordered that an investi- 
gation and public hearing be had to de- 
termine a just and proper rate base and 
a fair and reasonable rate of return on 
such base, and to inquire into the just- 
ness and reasonableness of the com- 
pany’s rates. 

The company, by its answer, denied 
that it has been earning more than a 
reasonable return or that its rates are 
injust, unreasonable, or unlawful. 
Further, it alleged that it is entitled to 
earn a reasonable return upon the “val- 
ue of the electric property” used and 
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useful in rendering electric service in 
the state of Utah. After due and legal 
notice hearings commenced in Novem- 
ber, 1942, and were concluded in Feb- 
ruary, 1943. Two members of the 
Commission were in attendance on 
each of the thirty-six days of the hear- 
ings, and for most of the sessions all 
three members were present. The 
transcript in this proceeding numbers 
3,629 pages and a total of 126 exhibits 
(not including revisions) were intro- 
duced, 78 by the Commission’s staff 
and 48 by the company. At the close 
of the hearings the matters herein in- 
volved were submitted for decision up- 
on the record and briefs to be filed. 
Main and reply briefs covering the 
points at issue have been filed and have 
been considered by the Commission. 


Utah Power & Light Company, Its 
Subsidiaries and Affiliates 


Utah Power & Light Company was 
one of three companies organized or 
caused to be organized by Electric 
Bond and Share Company in 1912 for 
the purpose of acquiring and develop- 
ing electric properties in Utah and 
southeastern Idaho. The other two 
companies were Utah Securities Cor- 
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portation, a holding company which, 
until its dissolution in 1925, controlled 
Utah Power & Light Company 
through the ownership of all of its 
common stock, and Utah Power Com- 
pany. The latter company was not an 
operating utility. Its principal func- 
tion seems to have been to acquire op- 
erating electric properties and convey 
them to Utah Power & Light Compa- 
ny. It also contracted with another 
Electric Bond and Share subsidiary, 
Phoenix Construction Company, for 
construction work for and on behalf 
of Utah Power & Light Company. 
Except for an early brief period when 
it was directly controlled by Electric 
Bond and Share Company it was a 
wholly owned subsidiary of Utah Pow- 
er & Light Company until dissolved in 
1935. Utah Securities Corporation 


was succeeded in 1925 by Electric 
Power & Light Corporation and the 


common stock and control of Utah 
Power & Light then passed to that 
corporation. Utah Securities Corpo- 
ration was, and Electric Power & 
Light Corporation now is, controlled 
by and operated as a subsidiary of 
Electric Bond and Share Company. 
Electric Power & Light Corporation 
owns all of the 3,000,000 shares of 
common stock and 2,100 shares of pre- 
ferred stock of Utah Power & Light 
Company, representing approximately 
93 per cent of the company’s voting 
stock. 

Through its affiliates (Electric 
Bond and Share Company, Utah Pow- 
er Company, and Utah Securities Cor- 
poration) the company in the years 
1912 to 1926 acquired the electric 
properties of 32 predecessor compa- 
nies. In addition, in what have been 
called “arm’s-length” transactions, the 
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company acquired the properties of 14 
other utility companies operating in 
Utah and southeastern Idaho. 

The company has controlled Utah 
Light and Traction Company (herein- 
after sometimes referred to as Trac- 
tion Company) ever since it acquired 
all of Traction Company capital stock 
in February, 1915, shortly after for- 
mation of that company. It owns all 
of the Traction Company’s stock, con- 
sisting entirely of common stock, and 
since 1915 has been operating all of 
the electric properties of that compa- 
ny under a 99-year lease. Under this 
lease the company covenanted to pay 
an annual rental and unconditionally 
guaranteed the Traction Company’s 
bonds, both as to principal and inter- 
est. Traction Company electric prop- 
erties consist, principally, of four hy- 
droelectric plants, one steam plant, dis- 
tribution systems in Salt Lake City 
and Ogden, and connecting transmis- 
sion lines. 

Recently the company and the Trac- 
tion Company applied to this Commis- 
sion for its consent and approval of a 
plan whereby it is proposed to merge 
or consolidate the two companies. This 
is part of a larger plan to acquire, 
merge, or consolidate all properties of 
the company’s two wholly owned sub- 
sidiaries, Traction Company, and The 
Western Colorado Power Company, 
which operates an electric system en- 
tirely in the state of Colorado. This 
Commission on July 17, 1943, 49 PUR 
(NS) 193, gave its consent and ap- 
proval to a merger or consolidation up- 
on certain terms and conditions. Pre- 
viously the Colorado Commission had 
consented to the transfer of certificates 
of convenience and necessity from The 
Western Colorado Power Company to 
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Utah Power & Light Company. Ap- 
parently, under Colorado law, it is un- 
necessary to obtain the consent or ap- 
proval of that Commission to merge 
or consolidate the two companies. 

The plan of consolidation or merger 
involves the obtaining of consents and 
approvals from the Federal Power 
Commission and the Securities and 
Exchange Commission, neither of 
which has as yet completed action on 
the application filed with it. The pro- 
posed consolidation or merger of Trac- 
tion Company and The Western Colo- 
rado Power Company is part of Utah 
Power & Light Company’s plan for re- 
financing $44,000,000 of bonds which 
fall due in 1944, and which matter is 
also now pending before the Securities 
and Exchange Commission. If the 
companies are merged or consolidated, 
Utah Power & Light Company will 
cease to be a holding company under 


the Public Utility Holding Company 


Act of 1935. The company not only 
is a registered holding company, but is 
also a subsidiary of a registered hold- 
ing company (Electric Power & Light 
Corporation). 

The major portion of the electrical 
properties now operated by the compa- 
ny, exclusive of properties acquired 
from other companies, were construct- 
ed by Phoenix Construction Company 
and its successor, Phoenix Utility 
Company, both of which were wholly 
owned by Electric Bond and Share 
Company and which were in fact oper- 
ated as the construction arm or depart- 
ment of that company. These Phoenix 
companies performed construction 
work for Utah Power & Light Com- 
pany and other Electric Bond and 
Share Company affiliates throughout 
the country on a cost-plus basis. Fees 
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of 3 per cent and 4 per cent over and 
above all costs of construction which 
were paid by the Utah Power & Light 
Company constituted intercompany 
profits, and are discussed in a later 
portion of this report and order. 

For many years the company operat- 
ed under supervision and service con- 
tracts with the Electric Bond and 
Share Company. These contracts pro- 
vided for two types of services to be 
rendered: (1) supervision and gener- 
al services, and (2) special services. 
The contract enumerates the services 
of the first type as follows: “account- 
ing ; analyses ; apparatus exchange; ap- 
praisals ; budgets and forecasts ; comp- 
troller’s; corporation; development 
programs; engineering; executive; 
factory information; financial; indus- 
trial development ; insurance ; merchan- 
dising and jobbing; new business; of- 
fice investigations ; operating ; person- 
nel ; public relations ; purchasing ; rates; 
reports; secretarial; securities; spon- 
sors ; statistics ; stock exchange listings 
and reports; tax services; traffic and 
treasury.” Special services are listed 
in the contract as follows: ‘Sale and 
marketing of securities; engineering 
investigations, designs, appraisals, in- 
spections, etc.; engineering for con- 
struction; construction; construction 
supervision ; special investigations and 
reports upon new properties, projects 
or special problems, rate studies, etc. ; 
accounting investigations, field audits, 
and system installations.” For the 
first type of services the company paid 
certain percentages of total operating 
revenues. For special services the con- 
tract called for the payments of com- 
pensation based upon the amount of 
time devoted to the work by employees 
of Electric Bond and Share Company, 
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plus certain amounts in addition to that 
cost, otherwise determined. 

In 1935 Electric Bond and Share 
Company assigned its service contracts 
with operating utility companies to 
Ebasco Services, Inc., which was at 
that time formed by Electric Bond 
and Share Company to perform the 
services under those contracts. Ebasco 
Services, Inc., was, and still is, a whol- 
ly owned subsidiary of Electric Bond 
and Share Company. In 1934 Phoenix 
Engineering Corporation was organ- 
ized to take over the construction work 
formerly performed by its two prede- 
cessor Phoenix companies. Phoenix 
Engineering Corporation was a sub- 
sidiary of Ebasco Services, Inc. In 
1939 Ebasco Services, Inc., acquired 
all the business, property, and assets of 
Phoenix Engineering Corporation and 
all of its construction services were 
taken over. Since 1938 both Ebasco 
Services, Inc., and Phoenix Engineer- 
ing Corporation have been required to 
render services to associated client 
companies on the basis of actual cost, 
pursuant to provisions of the Public 
Utility Holding Act of 1935. 


Properties and Area Served 

In this matter we are concerned only 
with the electric properties which are 
used and useful in the rendering of 
electric service in the state of Utah. 
The Western Colorado Power Com- 
pany properties are not interconnected 
with the properties of Utah Power & 
Light Company or of Traction Com- 
pany. Traction Company properties 
other than its electric properties are, of 
course, not included in our determina- 
tion of the company’s rate base in this 
case. 

The interconnected system of the 
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Utah Power & Light Company serves 
southeastern Idaho, northern and cen- 
tral Utah, and a small part of south- 
western Wyoming. Its largest hydro- 
electric plants are on the Bear river, 
four of which, Grace, Oneida, Soda, 
and Cove, are located in Idaho. The 
Cutler hydroelectric plant, which is 
part of the company’s Bear River Sys- 
tem is located in Utah. Also part of 
the Bear River System is the Lifton 
pumping plant located at the northern 
end of Bear lake, in Idaho, which is 
used to pump water from Bear lake in- 
to Bear river and thus equalize seasonal 
variations in the flow of Bear river. 
For the purposes of this case the Com- 
mission has accepted the company’s 
separation or allocation of plant which 
it considers is used and useful in the 
rendering of electric service in the state 
of Utah. A small amount of property 
in Utah is considered to be used and 
useful in the rendition of service in 
Wyoming. On the basis of this sepa- 
ration 90.6 per cent of the total plant 
cost is allocated to Utah operations. 
In addition to the foregoing plants 
and the four hydroelectric and one 
steam generating plants leased from 
the Traction Company, the company 
operates two steam plants, known as 
the Jordan and Orem plants, and a 
number of smaller hydroelectric plants 
on various streams or rivers. The 
company is interconnected with the 
Idaho Power Company and the Mon- 
tana Power Company, both of which 
are affiliated companies, being part of 
the Electric Bond and Share system. 
Under contracts with these companies 
the Utah Power & Light Company 
purchases considerable amounts of 
energy. Through these and other in- 
terconnections the company is physical 
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ly connected with transmission systems 
in Idaho, Montana, Washington, and 
Oregon. 


Cases 248, 1431, and 1531 

These are the principal rate cases in- 
volving the Utah Power & Light Com- 
pany which have come before the Com- 
mission since it was created. Case 248, 
PUR1921C 294, was initiated by a pe- 
tition which was filed by the company 
in 1919. The petition requested per- 
mission to raise the company’s power 
rates. The theory of the company’s 
application was primarily for ‘“‘emer- 
gency relief.” In its brief, filed in that 
case, it stated that its petition was not 
based upon the constitutional right of 
the utility to a reasonable return upon 
its investment, involving primarily 
questions of valuation to determine 
such investments.” The company also 
took the position that “Whether or 
not such valuation be made by the 
Commission is by the statute made dis- 
cretionary on its part.”” The company 
recognized (1) that its constitutional 
right is to a reasonable return based 
upon the investment in its properties, 
and (2) that under the provisions of 
the statute (Title 76 of the Utah Code 
Annotated, 1943), there is no require- 
ment that the Commission adopt valua- 
tion methods in fixing just and rea- 
sonable rates. The Commission or- 
dered certain increases in rates on the 
basis of a segregation of the invest- 
ment in the Bear River System of the 
company. At the same time the Com- 
mission ordered the company to pre- 
pare a physical valuation of its prop- 
erties, segregating physical values so 
as to reflect the “investment necessary 
to serve the various classes of con- 
sumers.” Such a physical valuation of 
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the properties apparently was never 
completed or filed with the Commis- 
sion. 

In 1934 the Commission initiated a 
general investigation of the company’s 
rates, Case 1531, and directed the com- 
pany to make a valuation and appraisal 
of all assets used and useful in render- 
ing service in Utah. This case was 
combined with an earlier one, Case 
1431 (1937) 22 PUR(NS) 49, which 
was started by a complaint filed for and 
on behalf of the United States Gov- 
ernment, War Department, U. S. 
Army, in which a 10 per cent reduction 
of rates for service at Fort Douglas 
was sought. During the progress of 
the proceedings the company revised 
the rate schedule under which service 
was rendered at Fort Douglas, effect- 
ing a saving in excess of the 10 per 
cent asked for, and Case 1431 was dis- 
missed. 

The valuation ordered by the Com- 
mission in 1934 was construed by the 
company to be a “reproduction cost 
new at present-day prices less accrued 
(observed) depreciation” valuation. 
Accordingly, the company submitted a 
valuation on that basis and on that 
basis alone. The evidence as to repro- 
duction cost new less depreciation in- 
troduced in Case 1531 by the company 
indicated that the valuation of its Utah 
properties on that basis was $73,045,- 
647, as of December 31, 1934. The 
Commission, however, rejected this fig- 
ure as a proper rate base and stated 
that it would not concede that a value 
arrived at by adherence to the repro- 
duction cost method constituted a prop- 
er basis for fixing rates in that case or 
in any other case. The Commission 
also pointed out that it did not con- 
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sider “value” and “rate base” to be 
"ynonymous. 

The opinion and order in Case 1531 
was signed by only two of the three 
Commissioners. The third member 
of the Commission, in a separate re- 
yort, stated that in his opinion greater 
weight must be given to the original 
cost theory than to the reproduction 
cost theory. He also stated that to ar- 
rive at a value of the company’s prop- 
erty on the basis of the evidence sub- 
mitted as to reproduction cost the Com- 
mission would be required to base its 
decision “upon conjectural opinion and 
estimates.” 


The members of the Commission 
who decided Case 1531 took office just 
at the close of the hearing. After 
careful analysis of the record they gave 
consideration to the advisability of re- 
opening the record to receive addition- 


al evidence “pertaining to various ele- 
ments of value other than reproduction 
costs” from the Commission’s staff in 
order to fix an equitable rate base. 
They concluded, however, to forego 
the matter of determining any rate base 
because the case had already cost so 
much money and consumed so much 
time. The Commission stated that, in 
its opinion, it would be better to give 
the ratepayers the benefit immediately 
of such reduced rates as it could then 
order. Had the Commission then had 
a complete case on original cost and 
prudent investment in the properties, 
as we now have in this case, we believe 
there would have been no occasion for 
giving consideration to the matter of 
reopening the record to receive addi- 
tional evidence. The decision in Case 
1531 was, in reality, the result of a 
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compromise agreement reached by the 
Commission and officials of the Utah 
Power & Light Company. The com- 
pany agreed to file schedules effecting 
a reduction in its rates if the Commis- 
sion would make a finding, on the basis 
of the evidence in the record, of the 
reproduction cost new less observed de- 
preciation value of the property as of 
December 31, 1934. This the Com- 
mission did, but it clearly pointed out 
(1) that in its opinion observed depre- 
ciation did not represent the true de- 
preciation (accrued depreciation) ex- 
isting in the company’s property; (2) 
that it rejected that “figure as a prop- 
er rate base”; and (3) that the rate 
changes which it then ordered were 
“not predicated upon this value.” 

It thus appears that during the en- 
tire history of the Utah Power & Light 
Company, since its organization in 
1912, no Commission has ever found 
and approved a proper rate base to 
serve as a guide in determining the 
justness and reasonableness of the 
company’s rates. In Case 248, supra, 
the company’s rates were increased on 
the basis of a segregation of the com- 
pany’s investment in the Bear River 
System. In Case 1531 the Commis- 
sion rejected reproduction cost new less 
observed depreciation as a proper rate 
base and found that the evidence which 
had been offered by the Commission’s 
staff pertaining to other elements of 
value than reproduction cost was not 
sufficiently complete to permit the 
Commission to arrive at “an equitable 
rate base.” The determination of a 
just and proper rate base for this com- 
pany has been a paramount objective 
of the Commission in the investigation 
which has just been concluded. 
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The Rate Base 


Reproduction Cost Evidence Properly 

Excluded 

[1-5] The company offered to prove 
the reproduction cost new, less depre- 
ciation, of its property used and useful 
in serving Utah customers. Consid- 
erable testimony touching upon this 
matter was introduced by the company. 
After listening to such testimony for 
about a day and a half the Commission 
asked the company to state what addi- 
tional witnesses it proposed to call in 
connection with the reproduction cost 
new less depreciation of its properties 
in Utah and, briefly, what their testi- 
mony would be. Counsel for the com- 
pany prepared a statement as to what 
additional testimony it proposed to of- 
fer in this connection and read the same 
into the record. After considering the 
testimony which had been received and 
the statement of what additional repro- 
duction cost evidence the company pro- 
posed to offer the Commission sus- 
tained an objection to the introduction 
of any further evidence on this subject 
and granted a motion to strike the evi- 
dence that had been read into the rec- 
ord. The objections made by counsel 
for the Commission to such evidence 
were that it is unreliable, fallacious, 
immaterial, irrelevant, incompetent, 
and of no probative value in such a 
case as this. 

The evidence which was received but 
later stricken pertained principally to 
the methods followed in making a re- 
production cost new, less depreciation, 
determination as of December 31, 
1934. The preparation of that study 
consumed about three years of time 
and involved an expenditure of ap- 
proximately $350,000. It was com- 
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pleted in 1936 or 1937 and was intro- 
duced and considered by this Commis- 
sion in Case 1531. Following the fil- 
ing of the complaint in this case the 
company took the inventory of prop- 
erty as of the 1934 date, which inven- 
tory formed a part of that reproduction 
cost new study, adjusted it after analy- 
sis of certain records of the company 
to reflect additions and retirements oc- 
curring between December 31, 1934, 
and July 1, 1941, and then appraised 
or priced the property listed in the ad- 
justed inventory. The record indicates 
that property listed in the adjusted in- 
ventory was appraised on the basis of 
prices obtained from manufacturers 
and suppliers which prices, in most in- 
stances, were submitted to the compa- 
ny for valuation purposes only, and 
that the cost of labor was determined 
for the most part by “repricing the 
labor used in the 1934 appraisal to re- 
flect the prevailing labor costs in Utah 
and Idaho as of July 1, 1941.” The 
company stated that undistributed con- 
struction costs and general overheads 
as used in the 1934 appraisal were, for 
the most part, used in the new appraisal 
but were revised to a certain extent to 
reflect conditions existing as of 1941. 
The company asserted and offered to 
prove that the reproduction cost new of 
property used and useful in serving 
Utah as of July 1, 1941, was at least 
$106,500,000, and that the reproduc- 
tion cost new, less depreciation, was at 
least $91,000,000. According to the 
offer of proof the reproduction cost 
new of tangible properties was $97,- 
714,125 and the reproduction cost 
new, less depreciation, $81,932,555. 
The company offered to prove that the 
accrued depreciation in the tangible 
property was $15,781,570. 
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The company argues that the doc- 
trine of “fair value” is firmly em- 
bedded in the statutes and law of this 
state. They point specifically to § 76- 
4-21 of the Utah Code, Annotated, 
1943, which, in part, provides: 

“The Commission shall have power 
to ascertain the value of the property 
of every public utility in this state, 
and every fact which in its judgment 
may or does have any bearing on such 
value.” 

Under the “fair value” rule repro- 
duction cost new less depreciation is 
frequently the controlling element and 
as the rule is interpreted by the com- 
pany the Commission is legally bound 
to admit evidence of such a value and 
to give it consideration and weight in 
fixing reasonable rates. It is true that 
in some of the decisions of this Com- 
mission in years past the doctrine of 
“fair value’ has been recognized and 


applied, and that in those decisions con- 
siderable reliance has been placed on 
the reproduction cost new less depre- 
ciation of the properties of the par- 
ticular utilities for which the Commis- 


sion was fixing rates. This has not 
been a uniform policy, however. For 
a number of years this Commission 
largely disregarded reproduction cost 
new and held breadly that the invest- 
ment made and remaining in the prop- 
erty of the utility was the amount up- 
on which the utility was entitled to earn 
a return. Re Perry, Case No. 702, 8 
Utah PUC 70, PURI925E 161, 175. 


The doctrine of “fair value” is not 
embedded or in any way founded in the 
statutory law of this state. The su- 
preme court of Utah has had occasion 
to observe that there is no “legislative 
requirement that the utility rates be 
based on the fair value of the property, 


but only that they be fair and reason- 
able.” State ex rel. Public Service 
Commission v. Southern P. Co, 
(1938) 95 Utah 84, 101, 24 PUR 
(NS) 305, 316, 79 P(2d) 25. In ap- 
plying the doctrine of “fair value” in 
the past our predecessors have attempt- 
ed to follow certain decisions of the 
Supreme Court of the United States— 
decisions which, in many instances 
have been misinterpreted and misap- 
plied, and which, to the extent that 
they may be said to have required the 
basing of reasonable rates upon the re- 
production cost new less depreciation 
value of utility property, we believe 
have been overruled by later decisions 
of the Supreme Court. 

This report would be unduly extend- 
ed if we should attempt to set forth in 
detail the reasons why we are con- 
vinced that any rule or formula which 
requires the fixing of utility rates en- 
tirely or in part on the reproduction 
cost new less depreciation value of 
properties should not be followed. We 
regard the evidence of reproduction 
cost offered in this case as being un- 
reliable, fanciful, unrealistic, unfair, 
unscientific, and inherently fallacious. 
The reproduction cost study offered 
and received in Case 1531 was rejected 
by our immediate predecessors in office 
as a rate base for the Utah Power & 
Light Company. They stated that 
they would not “concede that the value 
arrived at by strict adherence to the 
reproduction method constitutes a 
proper basis for the fixing of rates in 
the instant case or in any case.” Pub- 
lic Utilities Commission v. Utah Pow- 
er & Light Co. (Utah 1937) 22 PUR 
(NS) 49, 57. We concur in what our 
immediate predecessors have said as 
to the unreliability of the reproduction 
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new theory, and add that we believe it 
to be particularly inappropriate when 
applied to a property such as we have 
here. The present power system of 
this company is one which resulted 
from the combination and integration 
of 46 separate and independently con- 
structed electric systems of varying 
sizes and types of property. In many 
cases the properties were constructed 
to serve small sections of the area 
presently served by the company, and 
in several instances the facilities of the 
separate companies paralleled and dup- 
licated each other. They were con- 
structed, for the most part, prior to the 
formation of this company in 1912, 
and the record establishes the fact that 
they were not constructed as parts of 
a planned development or integrated 
system. It seems illogical and unrea- 
sonable to attempt to fix just and prop- 
er rates upon a theory which assumes 
that these ancient properties would be 
reproduced under present day condi- 
tions and substantially as originally 
constructed. 

In recent years members of the Su- 
preme Court of the United States have 
clearly pointed out the inherent and 
fundamental defects of reproduction 
cost evidence. In concurring and dis- 
senting opinions Justices Brandeis, 
Holmes, Cardozo, Stone (now Chief 
Justice), Black, Douglas, Murphy, and 
Frankfurter have forcefully pointed 
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out the reasons why such evidence is 
fallacious and unreliable, and why ad- 
herence to a rule that requires the giv- 
ing of consideration and weight to 
such evidence actually is obstructive 
of the regulatory process. We need 
not encumber this decision with a dis- 
cussion of the legal and economic 
arguments that have toppled reproduc- 
tion cost evidence from its once high 
pedestal in the process of fixing and 
determining reasonable and just util- 
ity rates. If Justices Black, Douglas, 
and Murphy correctly interpret the ma- 
jority opinion in the Natural Gas Pipe- 
line Company Case (cited in footnote), 
we are now “freed from the compul- 
sion of admitting evidence on repro- 
duction cost or of giving any weight 
to that element of ‘fair value.’” We 
may now adopt, if we deem it fair and 
equitable, original cost or pruduent in- 
vestment as the rate base for this com- 
pany and reject all other formulas. 
The majority opinion in that case, 
written by Mr. Chief Justice Stone, 
states : 

“The Constitution does not bind 
rate-making bodies to the service of 
any single formula or combination of 
formulas. Agencies to whom this leg- 
islative power has been delegated are 
free, within the ambit of their statu- 
tory authority, to make the pragmatic 
adjustments which may be called for 
by particular circumstances.” 





1Concurring opinion of Justices Black, 
Douglas, be Murphy in Federal Power Com- 
mission Natural Gas Pipeline Co. (1942) 
315 US 575, 86 L ed 1037, 42 PUR(NS) 129, 
ee S.Ct 736; dissenting opinion of Justice 
Brandeis (in which Justice Holmes con- 
curred) in Missouri ex rel. Southwestern Bell 
Teleph. Co. v. Public Service Commission, 
262 US 276, 67 L ed 981, PURI923C 193, 
43 S Ct 544, 31 ALR 807; concurring opin- 
ions of Justice Brandeis and Justices Stone 
and Cardozo in St. Joseph Stock Yards Co. 
v. United States (1936) 298 US 38, 80 L ed 
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1033, 14 PUR(NS) 397, 56 S Ct 720; dis- 
senting opinion of Justice Stone (in which 
Justices Brandeis and Cardozo joined) in 
West v. Chesapeake & P. Teleph. Co. (1935) 
295 US 662, 79 L ed 1640, 8 PUR(NS) 433, 
55 S Ct 894; dissenting opinion of Justice 
Black in McCart v. Indianapolis Water Co. 
(1938) 302 US 419, 82 L ed 336, 21 PUR 
(NS) 465, 58 S Ct 324; concurring opinion 
of Justices Frankfurter and Black in Driscoll 
v. Edison Light & P. Co. (1939) 307 US 104, 
83 L ed 1134, 28 PUR(NS) 65, 59 S Ct 715. 
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As noted, our state supreme court 
has said that there is no legislative re- 
quirement that we base utility rates on 
“fair value” of the property, and the 
Supreme Court of the United States 
has held that we are not bound to any 
single formula or combination of for- 
mulas and may, within the ambit of 
our statutory authority, make the 
pragmatic adjustments that may be 
necessary. We are clearly within the 
ambit of our statutory authority in re- 
jecting at the outset evidence which, 
if admitted, we should feel compelled 
to disregard because of its essential fal- 
laciousness. Other regulatory agen- 
cies have excluded reproduction cost 
evidence. The Federal Power Com- 
mission in three recent cases has ex- 
cluded such evidence. Re Chicago 
Dist. Electric Generating Corp. 
(1941) FPC Op. 63, 39 PUR(NS) 
263; Detroit v. Panhandle Eastern 
Pipe Line Co. (1942) FPC Op. 80, 45 
PUR(NS) 203; and Re Cities Service 
Gas Co. (1943) FPC Op. No. 95, 50 
PUR(NS) 65. The Civil Aeronautics 
Board in an opinion handed down No- 
vember 12, 1942, in Re American Air- 
lines, Order No. 2026. flatly rejected 
the “fair value” rule and stated that 
it regarded reproduction cost evidence 
as “irrelevant and immaterial to the is- 
sue of a fair and reasonable rate.” 
The board served notice that evidence 
of this type will not in the future “be 
admitted to the record in rate proceed- 
ings for the purpose of showing the 
value of the carrier’s property.” 


Trended or Translated Investment 

[6] The company presented an en- 
gineer who testified as to the trended 
or translated investment in property 
devoted to the rendition of service in 
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Utah. He testified that when the ac- 
tual investment, $66,908,440 (accord- 
ing to figures supplied him by the com- 
pany) is adjusted, by the application of 
translation factors, to reflect the pur- 
chasing power of the invested dollars 
as of July 1, 1942, the resulting figure 
is $95,859,394. Accrued depreciation 
applicable to this trended or translated 
investment was estimated by another 
witness to be $15,774,800. Deducting 
estimated accrued depreciation, so de- 
termined, from the trended or trans- 
lated “property cost” produces the fig- 
ure of $80,084,594. 

The witness outlined the procedure 
which he followed in trending or trans- 
lating the amount invested by the com- 
pany. From schedules of property 
purchases or acquisitions and sum- 
maries of annual gross additions and 
retirements he classified the property 
into main functional groups, and sepa- 
rated the invested dollars between la- 
bor, both skilled and unskilled, ma- 
terials, and equipment. He then 
adopted wage rates and obtained price 
data for claimed representative and 
predominant materials and equipment 
from various sources, and developed 
translation factors based on yearly va- 
riations in materials and labor costs, 
which, when applied to the amounts of 
invested dollars translated those invest- 
ed dollars to reflect the purchasing 
power of the dollar as of July 1, 1942. 


The company asserts that its pur- 
pose in introducing such testimony is 
to help the Commission in arriving at a 
just conclusion as to the “fair value” 
of the property used and useful in serv- 


ing Utah customers. This evidence, 
counsel for the company tells us, is not 
represented to be anything else than an 
approximation of the value of invested 
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dollars as of July 1, 1942, but that it 
is an “approximation which is sound 
in its general principle and so strongly 
supported by common knowledge that 
it cannot be disregarded.” Counsel for 
the company acknowledges that numer- 
ous difficulties preclude specific find- 
ings on the basis of this evidence, 
which rests primarily upon the judg- 
ment of the author and states that the 
results of the translation reflect the au- 
thor’s experience in making estimates, 
checked by subsequent cost analyses, 
and his knowledge of the major com- 
ponents and of the indexes which 
should be employed to attain a reason- 
able approximation. 


The witness almost completely dis- 
regarded data made available to him 
reflecting the experience of the com- 
pany, and chose to translate the in- 
vested dollars of the Utah Company 
on the basis of the experience actual 
or estimated, of another company, Car- 
olina Power & Light Company. He 
pushed aside information in the files of 
the Utah Company for data contained 
in a reproduction cost study of the 
Carolina Company. From this repro- 
duction cost study, which had been pre- 
pared by an Ebasco Services, Inc., en- 
gineer, he determined, for instance, 
how labor connected with construction 
projects of the Utah Company should 
be divided between skilled and un- 
skilled classifications. He tried to jus- 
tify the use of Carolina Company re- 
production cost data on the ground 
that the two companies are so much 
alike as to be comparable for cost 
analysis purposes. The Commission’s 
staff developed several significant 
points of dissimilarity and we find it 
impossible to indulge in the assump- 
tions, so necessary to accord any 
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weight to the testimony of this wit- 
ness, that the properties of Carolina 
and Utah companies are similar or 
comparable, that the material com- 
ponents of the two properties bear the 
same relationship to each other, and 
that the labor costs and construction 
experience of the companies have been 
for all practical purposes the same. 

It is well known that labor and ma- 
terial prices have varied considerably 
during the past thirty years. A far 
more important and significant fact is 
that labor and material is more efficient 
and effective today than ever in the 
past. What weight should be given to 
a study which purports to reflect the 
change in the purchasing power of the 
utility construction dollar but which 
gives no consideration to such facts 
that today’s dollar will construct a 
plant which produces a kilowatt hour 
of energy from one pound of coal in- 
stead of three pounds of coal? All 
that this theory indicates is that the 
older the plant is the more its value 
has appreciated, which is in conflict 
with the known facts regarding obso- 
lescence and changes in the art of the 
industry. We believe that the theory 
adopted by this witness is fundamen- 
tally unsound. It should not be used 
as a guide to a fair return® or capital 
requirements of the company because 
investments are not made on such a 
wholly impractical basis. The invest- 
ment in utility bonds and preferred 
stocks is made on the basis of a fixed 
return and the return on utility com- 
mon stock is considered in connection 
with the fair rate of return. It is idle 
to argue that the obligations of the 
ratepayers to the company should be 





2Fair return is found by applying the fair 
rate of return to the proper rate base. 
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based on the fluctuating value of the 
dollar when the company has no such 
obligation to its investors. In this 
case, it appears, only the common 
stockholder, who has made no invest- 
ment, would benefit from the use of 
the claimed inflation in value of the 
construction dollar. 

We find and conclude that the deter- 
minations of this witness are based on 
sO many improper assumptions and 
estimates and on so much speculation 
and conjecture, and are so far removed 
from the experience of the company 
that we would not be justified in rely- 
ing upon his testimony or exhibit in 
arriving at a just and proper rate base 
for this company. 


$72,000,000 “Present Value” Rate 
Base 
The company’s president testified 
that in his opinion the “present value” 


of the property used and useful for 
rendering service in Utah is not less 
than $72,000,000, In arriving at this 
figure, he stated that he had taken into 
account (1) system cost undepreciated, 
($66,908,440), (2) reconstruction 
cost, depreciated ($81,932,555), and 
(3) the translated value of the invest- 
ed dollars, depreciated ($80,084,594). 
In some manner, which he did not dis- 
close, he struck what he considered to 
be a “reasonable figure within the 
range of these three determinations.” 
We have searched the record in vain 
for enlightenment as to what this fig- 
ure of $72,000,000 includes and as to 
how it was arrived at. It is an over-all 
estimate, and has not been broken 
down into its component parts. We 
cannot ascertain what dollar amounts 
this witness assigned to value for 
“serviceability to the people,” to value 


as an operating “live” organization, to 
intangible or tangible property. Such 
elusive figures do not assist us in the 
determination of a just and proper rate 
base. The witness could not tell the 
Commission what weight he gave to 
reproduction cost new less deprecia- 
tion, which was excluded before he 
testified, or what weight he gave to the 
translated value of the investment, a 
figure which we now reject as being at 
least as unreliable and fallacious as the 
determination of reproduction cost 
new less depreciation. And, while the 
witness could not advise the Commis- 
sion what weight he gave to system 
cost or investment cost, we know, from 
the record that the amount of $66,908,- 
440 includes such items as awards to 
Electric Bond & Share Company for 
promotion services, expenses and 
“finders’ fees” for selling preferred 
stock, Phoenix fees, representing inter- 
company profits and the improper 
write-up of property leased from Trac- 
tion Company. We believe that the 
figure of $72,000,000 is a calculated 
and predetermined amount which, if 
recognized as a “fair value” rate base 
by the Commission, will validate the 
watered common stock issued by the 
company to its parent holding compa- 
ny. The registration statements and 
plan for refinancing presented to the 
Securities and Exchange Commission 
propose that the bonded indebtedness 
of the company be refunded without 
change in the voting securities and the 
consolidated balance sheet presented in 
connection therewith contains $40,- 
000,000 of write-up in plant accounts 
in order to offset the $30,000,000 of 
common stock. It is plain to the Com- 
mission that the valuation of $72,000,- 
000 for property used and useful in 
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Utah is an arbitrary and unsupported 
calculation to which we can give but 
little consideration. 


Original Cost 


Utah Power & Light Company on 
July 12, 1940, filed with this Commis- 
sion and the Federal Power Commis- 
sion its reclassification and original 
cost studies pursuant to Utility Plant 
Instruction 2—D of the Commission’s 
Uniform System of Accounts. 

The staffs of this Commission and 
the Federal Power Commission under- 
took a joint investigation of the com- 
pany’s reports, books, and records and 
submitted a joint report to the Com- 
missions, As a result of the studies, 
reports and conferences the original 
cost ® has been agreed upon in all prin- 
cipal amounts, the write-ups recorded 
in the plant accounts on the company’s 
books have been classified in Account 
107 and the excess of the system cost * 
over original cost has been classified in 
Account 100.5. The company present- 
ed a statement entitled “Investment 
Cost of Electric Properties Used and 
Useful in Serving Customers in the 
State of Utah—Net Property Owned 
and Leased—Summary of Original 
Investment Cost.” 

With these data before us we shall 
proceed to make our determination of 
the original cost and system cost of 
utility plant used and useful to supply 
Utah customers. 


Investment Cost of $66,908,440 
Claimed by the Company 
The company, through its treasurer, 


Mr. R. H. Jones, claimed that the total 
system cost of its owned and leased 
properties used and useful for Utah 
customers is the amount of $66,908,- 
440. Mr. Jones testified that the basic 
figures in the investment figures pre- 
pared by the staff and the company 
were obtained from the same source, 
the books and records of Utah Power 
& Light Company and Utah Light and 
Traction Company. The company’s 
separation of the total plant to show 
the portion used to supply Utah cus- 


-tomers has been accepted by the staff 


for the purpose of this case and results 
in 90.6 per cent of the total cost of 
plant being assigned to Utah. Also it 
is agreed that the electric properties 
owned by Traction Company but 
leased and operated by the company 
shall be included in the rate base of 
the company. 

The company presented a reconcilia- 
tion of the difference of approximately 
$4,000,000 between the company and 
the staff. The items comprising the 
excess claimed by the company are de- 
scribed as follows by Mr. Jones: 


Item 1. Utah Light and Traction 
Company cost of properties leased 
as shown in Commission Exhibit 
I compared with amount shown in 
Company Exhibit 14—difference 
approximately 

Item 2. Phoenix fees represented by 
expenditures on books of Utah 
Power & Light Company assign- 
able to Utah operations 

Item 3. Cost of selling securities for 
the entire company, a portion of 
which is assignable to Utah .... 

Item 4. Organization expense 

Item 5. Deduct construction work in 
Progress not used in Company 
Exhibit No. 14 


$1,800,000 


997,472 


1,075,419 
350,000 


$4,048,060 





8 Original cost, as applied to utility plant, 
means the cost of such property to the per- 
son first devoting it to public service. 

System cost means cost to the company of 
property acquired or cost to the first company 


149 


in the Electric Bond and Share System in the 
case of properties acquired by an associate 
company and conveyed to Utah Power & Light 
Company. 
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These items represent the amounts 
in issue with respect to the claims of 
the company and the staff as to sys- 
tem cost of properties used for Utah 
operations, and we shall proceed with 
our determination of their due merit 
and weight. 


Claimed System Cost of Leased Prop- 

erty 

[7] The original cost of the proper- 
ties leased from Utah Light and Trac- 
tion Company has been determined 
from studies and reports prepared by 
the company and was accepted by the 
staff for the purpose of this case. 
Thus, there is no dispute as to the orig- 
inal cost of Traction Company elec- 
tric properties leased to the company, 
which was $12,153,296 as of Decem- 
ber 31, 1942.5 


Although the cost of the property to 
Traction Company has been tentative- 
ly agreed upon, the company has urged 
us to assume that Utah Power & Light 
Company had purchased all of the 
properties in 1914, including electric, 
gas, railway, and miscellaneous assets. 
Based on this assumption it computed 
a theoretical system cost for all prop- 
erties in the amount of $16,260,905. 34. 
This amount was arrived at by deduct- 
ing the net sundry assets of Traction 
Company in the amount of $239.- 
310.05 from the funded debt ot $15,- 
476,000.00 and adding the amount of 
$1,024,215.39 for cost of common 
stock. We note that plant accounts, 
the reserve for depreciation and sur- 
plus were not considered in the com- 
putation. 


The next step in the company’s com- 
putation was to allocate the computed 
purchase price to electric, gas, railway 
and steam heating properties. The 
amount of $9,200,000 was allocated to 
electric properties as compared with 
the original cost to Traction Company 
of $7,377,750.77 (both figures are ex- 
clusive of $375,000 relating to the 
Granite hydro plant). 

The allocated excess in the amount 
of $1,800,000 is based on the state- 
ment of the company that it was essen- 
tial to the plans of Electric Bond and 
Share Company, above everything 
else, to control the electrical properties 
serving Salt Lake City and Ogden. It 
is stated by the company that it had 
no interest in the railway and gas busi- 
ness and placed a much higher value 
upon the electric properties than all 
other properties combined. Therefore 
the allocation was based on depart- 
mental earnings, and on that basis 58.9 
per cent of the over-all amount was 
assigned to electric properties, which 
resulted in applying all of the excess 
of computed purchase price over orig- 
inal cost to the electric properties. 

It is difficult to comprehend the 
company’s proposal for the whole mat- 
ter is rooted in a series of assumptions, 
some of which are very tenuous, which 
lead up to its claim that $1,800,000 
should be classified in Account 100.5 
on the books of the Utah Power & 
Light Company as representing the 
excess of system cost over original 
cost to Traction Company.’ We find 
it particularly hard to follow the com- 





5 The Traction Company original cost report 
shows $7,377,750.77 as cost of electric property 
acquired from predecessors, $375,000 relating 
to Granite hydro plant and the balance repre- 
sents net additions since 1914. 

6 We consider that property cost allowed by 
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the Bureau of Internal Revenue for deprecia- 
tion purposes would be much more reliable evi- 
dence of the cost of the property, but the com- 
pany was unable or unwilling to disclose why 
no cost whatever is allowed for property ac- 
quired from predecessors. 
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pany’s arguments in this regard in 
view of the fact that it was able to 
determine the amount of the actual in- 
vestment in these properties by the 
Traction Company. 

The company has applied for ap- 
proval and consent of this Commission 
to acquire the properties of Traction 
Company by merger whereupon the 
common stock of Traction Company 
will be canceled and the company dis- 
solved. In our report on that case we 
arrived at the following conclusion re- 
garding this matter of assumed system 
cost to Utah Power & Light Company : 

“We must conclude that there is no 
excess of system cost over the original 
cost of Traction Company to Utah 
Company. This finding and conclusion 
is based on the sound viewpoint that 
an amount properly classified as write- 
up (Account 107) on the books of a 
wholly owned constituent company 
cannot be converted to system cost 
(Account 100.5) on the books of the 
surviving parent company.” (49 PUR 
(NS) at p. 209.) 

While the company devoted consid- 
erable effort in its testimony and briefs 
to explain the assumptions and com- 
putations with respect to the $1,- 
800,000 no explanation was offered as 
to why such an amount should be in- 
cluded in the rate base. Here is an 
amount which the company claims was 
paid by the Electric Bond and Share 
system to gain control of an operating 
utility. It represents an allocation based 
on and supported by earning power of 
the electric business. By what process 
of reasoning can it be asserted that the 
ratepayers should be charged with re- 
turn and depreciation on such an ex- 
cess which represents capitalized earn- 
ings? Why should any ratepayer be 


151 


penalized simply because a holding 
company desired “more than anything 
else,” to gain control of an established, 
operating utility system? Weare firm- 
ly convinced that any amount paid to 
gain control of an operating system, 
clearly identified as capitalized earn- 
ings, should not be included in the rate 
base. We are of the opinion that if 
such amounts (even if paid, which this 
was not) were made a part of the rate 
base, it would create opportunity for 
great mischief in the industry, stimu- 
late avoidance of rate regulation and 
result in grave injustice to ratepayers. 
The amounts appearing in Account 
100.5 should be analyzed to determine 
that they represent investment pru- 
dently made for the benefit of the pub- 
lic and the uses of the business. Un- 
less such investment is made in the 
public interest it should not be includ- 
ed in the rate base. 

We find that the proper amount to 
be included in the rate base for the 
leased properties is the cost of the elec- 
tric properties as of December 31, 
1942, in the amount of $12,153,296. 
It makes no difference in the determi- 
nation of the rate base whether the 
leased electric properties continue to 
be owned by the Traction Company or 
are later acquired by its parent, Utah 
Power & Light Company. In the 
event they are acquired the cost of the 
properties will be exactly the same, 
plus the net additions, because we will 
not permit transfers among affiliates 
to result in an intercompany profit. 


Phoenix Fees 

[8] The company claims that an 
amount of $997,472.27, representing 
an allocation to Utah property of 
Phoenix fee should be included in the 
cost of plant. The company agreed 
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that the successive Phoenix companies 
were, in effect, merely incorporated 
construction departments of Electric 
Bond and Share Company. Construc- 
tion work was carried on in the name 
of the Phoenix Company, which oper- 
ated without funds of its own, and as 
the work progressed expenditures were 
billed to the company. In addition to 
the money actually spent a fee, aver- 
aging about 34 per cent of the cost, 
was collected from the company and 
recorded on the books as “construction 
company profit.” The company does 
not deny that the Phoenix fee is an 
intercompany profit and has posed this 
question for our determination : should 
cost include amounts representing 
profits to an affiliate? Our answer is 
that such amounts must be excluded 
from cost and from the rate base. 

The fifth circuit court of appeals, 
in a decision concerning the same type 
of intercompany profit, namely the 
construction fee paid to an affiliate, 
has said: 

“Legitimate cost includes every- 
thing spent that would have been 
rightly spent if there had been but 
One corporation, but not profits 
charged by one wholly owned cor- 
poration against another.” Alabama 
Power Co. v. Federal Power Com- 
mission (1943) 134 F(2d) 602, 47 
PUR(NS) 257, 265. 

In Case No. 2652 (1943) 49 PUR 
(NS) 193, 208, we considered the 
fee collected by Phoenix and found 
that it did not represent actual cost 
for the following reason: 

“In the determination of the 
amounts to be included in Account 107 
we have consistently eliminated the 
intercompany profits and write-ups 
which have been inscribed in the plant 
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accounts of Utah Company at Elec. 
tric Bond and Share’s direction 
through the use of dummy inter. 
mediaries, paper corporations, and the 
shuffling of properties, securities, and 
cash among the associated companies, 
We must continue to maintain that 
in considering transactions among the 
associated companies in the Electric 
Bond and Share group that we must 
look beyond the veil of corporate fic- 
tion in order to ascertain actual cost, 
The Phoenix fee admittedly is an in- 
tercompany profit, paid to a paper cor- 
poration set up by Electric Bond and 
Share Company. We find that the 
fee paid to Phoenix does not rep- 
resent actual plant cost and that it is 
properly classified in Account 107.” 

We will not include in the rate base 
an intercompany profit, collected by a 
paper corporation formed merely to 
act as a billing device to extract fees 
from associated companies. 


Preferred Stock Expense 

[9] The company claims that an 
amount of $1,075,419 purporting to 
represent the cost of selling preferred 
stock should be included in plant ac- 
counts and the rate base as “organiza- 


tion expense.” It is composed of the 
following items: 


$187,145.98 
41,020.00 


Cost of selling preferred stock .. 

5% discount on preferred stock 
sales to employees 

“Finder’s fees” paid at the rate of 
$7, $9, and $10 per share to 
Utah Securities Corporation by 
the company for “finding” its 
parent Electric Bond and 
Share Company as the pur- 
chaser of its 7% preferred 
stock 

Commissions paid to Electric 
Bond and Share Company by 
the company in connection with 
the sale of its 7% preferred 
SOCK | bc cvcsevers « eveteseeies 


791,000.00 


56,252.75 
$1,075,418.73 
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The proper classification of pre- 
ferred stock expense was considered 
by the National Association of Rail- 
road and Utility Commissioners in 
connection with the adoption of the 
present Uniform System of Accounts. 
In a report to the annual convention 
the proper treatment was stated as 
follows : 


“Commissions and expenses on the 
issuance and sale of preferred stock 
do not give rise to property and should 
not be included in the utility plant 
accounts of the utility. Such items 
represent a cost of money and should 
be recovered by the utility out of the 
return earned on its property. There 
is essentially no difference between 
commissions and expenses on capital 
stock issues and discount and expense 
on bond issues. Both represent a cost 
of money to the utility. The amortiza- 


tion of bond discount and expense has 
been rightfully considered a part of 
the interest cost of the issue and as 
such has been considered recoverable 
out of the return earned on the prop- 
erty. Commissions and expenses on 
capital stock should be considered in 


the same manner.” 7 


Referring to this item of $1,075,- 
418 in our decision in Case No. 2652, 
supra, 49 PUR(NS) at p. 208, we 
stated : 

“Utah Company claims this amount 
was properly includable in plant ac- 
counts as organization expense under 
the former system of accounts and is 
now eliminated by a shift in account- 
ing classification. We cannot agree 
with the company’s contention. The 
expenditures were made years after 





7 Proceedings of the Forty-Ei:hth Annual 
Convention—1936. 
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Utah Company was organized and 
in successful operation, therefore, are 
not associated with the organization 
of the company ; certainly, by the very 
description of the item, it does not 
represent plant assets. Furthermore, 
Utah Company so far has been unable 
to produce any evidence that the 
‘finder’s fees’ were not intercompany 
profit to Electric Bond and Share. 
We accordingly find that the entire 
amount is improperly classified as 
organization expense and may be 
temporarily classified in Account 151, 
Capital Stock Expense, or Account 
107, Utility Plant Adjustments, pend- 
ing further study by Utah Company 
for the purpose of ascertaining to 
what extent these amounts represent 
actual cost.” 

We consider that the item is whol- 
ly inappropriate and improper in any 
rate base and have excluded it from 
cost of plant and from the rate base. 


Estimated Organization Expense 

[10] The company carries on its 
books an amount of $416,001.68 as a 
charge made by Electric Bond and 
Share Company for organization ex- 
penses. The staff recommended that 
approximately $47,000 be included in 
plant accounts and that the remainder, 
representing an “award” to Electric 
Bond and Share Company for “pro- 
motion services” in the amount of 
$310,000, and certain legal and print- 
ing expenses in connection with the 
issuance of bonds be excluded from 
cost of plant. 

The company has admitted that it 
cannot support the item as a charge 
to organization expense or property 
accounts. However, the company in 
its brief claims that we should add 
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$350,000 to organization as a fair 
and reasonable estimate. It is stated 
in the company’s brief that the amount 
of $595.75, allegedly the only amount 
allowed, is not even a token recogni- 
tion of the cost of organization. 

The company, in its brief, is in er- 
ror wherein it states that the staff has 
allowed only $595.75 for organization 
expense. The record is clear that 
$47,000 has been included in plant 
accounts for the cost of promotion 
and organization services. The con- 
tention that the estimated amount of 
$350,000 should be allowed appears 
to be an attempt to justify an amount 
appearing on the company’s books 
which is an improper write-up and 
not cost of organization. We stated 
in Case No. 2652, supra, p. 208, that: 

“Utah Company also ,claims that 
an estimated amount of $350,000 
should be added to plant accounts for 
organization expense. The plant ac- 
counts include an amount of $1,176 
in organization account and $45,900 
for organization and promotion fees 
in Account 100.5 Electric Plant Ac- 
quisition Adjustments. Since this 
amount of $47,000 is all of the organ- 
ization expense actually incurred, we 
need not add any estimates of this 
nature.” 

The Commission finds that the 
company’s estimate is not supported 
by the evidence, does not represent 
actual cost of organization, and 
should not be added to the invest- 
ment in property or intangibles. 
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Original Cost Recommended by Staff 

The staff found the total cost of 
electric property by adding the cost of 
property constructed to the cost of 
property purchased and making the 
necessary deductions for retirements, 
It made a detailed examination of the 
company’s books and records and set 
forth the various items and amounts 
which were improperly recorded there- 
in, with testimony as to the reasons 
why such items are considered im- 
proper. The improper write-ups have 
been removed from plant accounts 
and classified in Account 107 in the 
staff’s exhibits. 

As heretofore indicated the com- 
pany has conceded all adjustments 
proposed by the staff with the excep- 
tion of the four items we have pre- 
viously discussed and found do not 
represent actual cost or investment. 
We may now turn to the staff’s clas- 
sification of the total plant to deter- 
mine original cost and system cost. 

The total investment in owned prop- 
erties devoted to electric service in 
Utah amounts to $51,134,480 as of 
December 31, 1942. Of that amount 
$338,274 is construction work in prog- 
ress, $2,154,687 is the excess of 
system cost over original cost, and 
$48,641,519 is the original cost. 

The total investment in leased prop- 
erties of Traction Company is not 
more than $12,153,296 as of Decem- 
ber 31, 1942, and there is no excess 
of system cost over the investment 
made by Traction Company. 

These data may be summarized as 
follows: 
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Owned Plant: 


Dec. 31, 1941 


Original cost +9. 
Excess of system cost over original cost 
(Account 100.5) 


Total Owned Plant 
Leased Plant 


Total investment 
Utah service 


The amount of $62,949,502 rep- 
resents the total actual investment 
made by Electric Bond and Share 
Company and its associated com- 
panies to establish the property as an 
assembled integrated electric system in 
successful operation. It includes all 
components of construction cost such 
as labor, materials and overheads, and 
the total cost of purchased properties. 
As heretofore stated, we have elim- 
inated the intercompany profits and 
write-ups which have been inscribed 
in the plant accounts, at Electric Bond 
and Share’s direction, through the use 
of dummy intermediaries, paper cor- 
porations, and shuffling of properties, 
securities, and cash among the as- 
sociated companies, in order to ar- 
rive at cost to the first company in 
the Bond and Share group which is 
the only proper cost to Utah Power 
& Light Company. 


in plant devoted to 


Accrued Depreciation 

[11-14] The company presented 
exhibits which set forth four different 
amounts representing the accrued de- 
preciation existing in its property and 
computed on the basis of four valua- 
tions as follows:* the estimated ac- 
crued depreciation assigned to prop- 
erty in terms of the purchasing pow- 
er of the utility construction dollar at 
July 1, 1942, amounted to $15,774,- 
800; the estimated accrued deprecia- 


Dec. 31,1942 
$48,641,519 


2,154,687 


50,796,206 
12,153,296 


Net Additions 
$278, 


2,154,687 


50,517,242 
12,153,012 


$62,670,254 $279,248 $62,949,502 


tion assigned to reproduction cost 
new as of July 1, 1941, amounted to 
$15,778,305; the estimated accrued 
depreciation assigned to “fair value 
undepreciated” as of December 31, 
1941, amounted to $10,383,000; and 
the estimated accrued depreciation as- 
signed to original cost averaged for 
1942 (including excess of system cost 
over original cost) amounted to $8,- 
225,207. Each of the above-men- 
tioned amounts has been computed 
from data contained in the company’s 
“Plan for Depreciation Accounting” 
using the services lives and the 6 per 
cent compound-interest depreciation 
method. The difference in the above 
amounts is due to the difference in the 
valuation of the property and very 
slightly to the difference in dates, but 
no part of the difference is attributable 
to any differences in the service life 
estimates, depreciation rates or de- 
preciation method. However, the use 
of any depreciation method to com- 
pute accrued depreciation upon a valua- 
tion base other than actual investment 
is meaningless. By definition the pur- 
pose of all recognized depreciation 
methods is to accumulate a deprecia- 
tion reserve which will equal the cost 
of the plant over its service life, by 
means of an equitable apportionment 
of the annual charges. If computa- 
tions are based on fluctuating valua- 





8 The various valuations relate to property 
used and useful to supply Utah customers. 


® Refers to the cost_of depreciable property 
recommended by the Commission staff. 
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tions no one can predict what amount 
will eventually be accumulated, wheth- 
er too much or too little, and in either 
event the fundamental purpose of the 
depreciation method is nullified. We 
conclude that there is absolutely no 
significance or validity attached to any 
computation of accrued depreciation 
based on any of the so-called valua- 
tions of utility plant other than the 
actual investment in depreciable prop- 
erty. 

The Commission’s staff did not 
present evidence as to the required 
depreciation reserve because it ad- 
vocated the use of the sinking-fund 
depreciation method for rate case pur- 
poses. Under this method no deduc- 
tion for accrued depreciation is made 
when the sinking-fund interest rate is 
the same as the rate of return. If the 
depreciation rates, depreciable prop- 
erty base, and interest rates are the 
same the compound interest deprecia- 
tion method and the sinking-fund de- 
preciation method produce equivalent 
results for rate-making purposes. 
This fact is amply demonstrated by 
the record and is not disputed. 

The Commission, by its order dated 
March 1, 1941, approved the service 
lives and the compound-interest de- 
preciation method proposed by the 
company. It found that the deprecia- 
tion reserve on the company’s books 
was inadequate as of December 31, 
1940, and stated that “it should be 
noted here that the original cost of 
depreciable properties as finally de- 
termined by the Commission will be 
the basis upon which depreciation ac- 
cruals shall be computed.” 

Either the compound interest or 
sinking-fund depreciation method may 
be used in rate making. The distinc- 


tion between the two methods is in 
the manner of application in a rate 
case where depreciation and return 
are being determined. The deprecia- 
tion methods and the proper applica- 
tion of each is found to be as follows: 

The compound interest method jis 
the plan for apportioning depreciation 
whereby the annual depreciation 
charges are so computed that an equal 
annuity charge plus interest on the 
accumulated amounts will equal the 
cost of the plant over its service life. 
Under the compound interest method 
both the annuity charges and the in- 
terest on the accumulated amounts 
are charged to depreciation expense. 

The sinking-fund method is the 
same as the compound interest method 
except that under the sinking-fund 
method only the annuity charge is in- 
cluded in depreciation expense. The 
annual interest on the accumulated 
reserve is treated as a reservation of 
net income. An undepreciated rate 
base is used in connection with the 
sinking-fund method in rate making. 

In order to deal equitably with the 
company and the ratepayers it is nec- 
essary to deduct the accumulated de- 
preciation reserve when the compound 
interest depreciation method is used 
for rate making. When the sinking- 
fund method is used the accumulated 
reserve is not deducted from plant 
cost and gross investment is used as 
the rate base. This is fair and equi- 
table because only the annuity portion 
of depreciation expense is included 
in operating expenses as a charge 
against the ratepayers. The fact that 
the sinking-fund method is used in 
connection with an undepreciated rate 
base compensates for considering the 
annuity charge only as depreciation ex- 
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pense. The interest charge is includ- 
ed in depreciation expense under the 
compound interest method and the de- 
preciation reserve is deducted from 
the gross investment. The interest 
charge is not included in depreciation 
expense under the sinking-fund meth- 
od but is included in the return be- 
cause the depreciation reserve is not 
deducted from the gross investment 
rate base to which the rate of return 
is applied. It is a mathematical fact 
that when the interest rate is the same 
as the rate of return either of the 
above-described depreciation methods 
may be used in the manner described 
and will produce both fair and equiv- 
alent results. 

The Commission finds that for rate- 
making purposes the sinking-fund 
depreciation method is fair and equi- 
table when the sinking-fund interest 
rate is the same as the rate of return. 
It is true, of course, that we would 
arrive at the same result by using 
either the 6 per cent compound inter- 
est method advocated by the com- 
pany or the 6 per cent sinking-fund 
method advocated by the staff since 
we have decided to allow a 6 per cent 
rate of return. We have decided to 
use the 6 per cent sinking-fund de- 
preciation method with an _ unde- 
preciated prudent investment rate base 
because of its adaptability to rate 
making. For example, it requires no 
determination or deduction for ac- 
crued depreciation which avoids any 
possible controversy in that respect and 
if allocations are made, separate de- 
terminations of the accrued deprecia- 
tion in the functional classes of plant 
are avoided. It might be noted that 
the undepreciated prudent investment 
rate base is more nearly comparable 
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to the company’s “present condition 
fair value” rate base because the wit- 
ness, in arriving at his judgment 
figure, considered only the condition 
of the property and not how much 
service life had expired. 


W orking Capital 
[15-17] The required working 


capital consists of the materials and 
supplies needed in the business and a 
supply of cash to pay current operat- 
ing expenses. The average materials 
and cash required represents invest- 
ment which is tied up in the business 
and which is properly included in the 
rate base upon which the company 
is entitled to earn a fair rate of re- 
turn. 

The average amount of materials 
and supplies used in electric operations 
is readily determined from the com- 
pany’s records and averaged $743,750 
during the year 1941. Cash is needed 
to meet current expenses between the 
time of rendering service and the col- 
lection of revenues. The average 
elapsed time is about thirty-five days 
but we have used forty-five days of 
current cash operating expenses, plus 
full allowance for prepaid amounts, 
to provide an ample and liberal work- 
ing capital allowance. The amount 
of cash working capital required is 
$700,000. Noncash items such as de- 
preciation expense and items which 
are not paid for until after the related 
revenues are collected are not included 
in the current cash operating ex- 
penses. The total working capital is 
$1,443,750 of which $1,300,000 is ap- 
plicable to Utah operation. 

The company estimated an amount 
of $1,500,000 for working capital. 
The difference of $200,000 is due to 
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an additional allowance for minimum 
bank balances claimed by the com- 
pany. The company has on hand at 
all times large amounts representing 
tax accruals which are, in effect, col- 
lected from the customers and are not 
paid until more than a year after they 
are accrued. In past years these 
amounts have at all times been in ex- 
cess of $1,000.000. These tax funds 
are available for bank balances and 
working capital requirements. We 
find that $1,300,000 is a fair and prac- 
tical measure of the working capital 
requirements necessary for Utah 
operations. 


The Just and Proper Rate Base 


[18] We emphasize the fact that 
the determination of the value of the 
plant for rate base purposes is a mat- 
ter of primary importance. During 
the course of this case we have heard 
a great deal of evidence and testimony 
concerning every aspect of this com- 
pany’s affairs, not only as related to 
its present rates, but also concerning 
its development and growth, its finan- 
cial history, its present capital struc- 
ture, and its plan for refinancing. 
The amount which is established as 
the just and proper rate base has a 
direct and vital effect upon the tens 
of thousands of Utah ratepayers, up- 
on the thousands of stockholders, and 
upon present and future investors in 
the present and proposed bonds. We 
recognize their respective interests 
and equities and our conclusion is that 
the only just and proper rate base is 
the actual investment in the property. 
The facts in our possession are so com- 
plete in this respect that we are con- 
vinced that any rate base valuation 
giving effect to changes in price levels 
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would be unjust and improper. The 
effect that the changes in price levels 
have on the fair return for this com- 
pany will be adequately recognized 
and compensated for in the rate of re- 
turn which we shall apply to the just 
and proper rate base. To make such 
adjustments in the rate base would be 
duplication and would result in re- 
turns to certain classes of investors 
which, in periods of high price levels, 
would be grossly excessive and in 
periods of low price levels would be 
inadequate. This Commission finds 
that the just and proper rate base shall 
be the prudent investment in property 
used and useful for Utah service. 
Any rate base in excess of such in- 
vestment would result in unjust en- 
richment of the holders of the com- 
mon stock who have made no invest- 
ment and for the reasons heretofore 
indicated would be unjust and im- 
proper. 

[19, 20] As heretofore explained 
the actual investment is classified to 
show the original cost of the property 
and the cost to Utah Power & Light 
Company (referred to as system 
cost). The excess of system cost 
over original cost is classified in Ac- 
count 100.5 Utility Plant Acquisi- 
tion Adjustments. The fact that an 
amount is classified in this account 
does not necessarily establish whether 
it is to be included or excluded from a 
prudent investment rate base and 
from the depreciation base for rate- 
making purposes. The purpose of the 
classification was clearly stated by 
Mr. Justice Cardozo in American 
Teleph. & Teleg. Co. v. United States 
(1936) 299 US 232, 239, 81 L ed 
142, 16 PUR(NS) 225, 230, 57 S Ct 
170: 
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“Even if the property has been ac- 
quired by treaty with an independent 
utility or a member of a rival system, 
there is always a possibility that it is 
nuisance value only—and not market 
or intrinsic value for the uses of the 
business—that has dictated the price 
paid. Accordingly the work of the 
Commission may be facilitated by 
spreading on the face of the accounts 
a statement of the cost as of the time 
when the property to be valued was 
first acquired by a utility or dedicated 
to the public use.” 

The investment of $2,154,687 
classified in Account 100.5 was made 
in connection with the integration of 
several smaller utilities into the pres- 
ent Utah Power & Light Company 
system. It was practically all in- 
curred about 1913 at the time of 
formation of the company. The item 
is somewhat doubtful but we will in- 
clude this amount in the rate base. 
The total investment applicable to 
Utah service to establish the com- 
pany’s property as an assembled elec- 
tric plant is therefore $62,670,254 as 
of December 31, 1941, and $62,949, 
502 as of December 31, 1942. The 
undepreciated rate base is determined 


as follows: 
1941 1942 
Undepreciated plant 
investment 
Devoted to h 
service 


$62,670,254 $62,949,502 
Working capital .. 


1,300,000 1,300,000 
$63,970,254 $64,249,502 





Rate base 


Rate of Return 


In the case of Bluefield Water 
Works & Improv. Co. v. West Vir- 
ginia Pub. Service Commission, 262 
US 679, 692, 67 L ed 1176, PUR 
1923D 11, 20, 43 S Ct 675, the Su- 
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preme Court of the United States has 
stated the underlying factors which 
should be considered in determining 
a fair rate of return for a public util- 
ity in the following language: 
“What annual rate will constitute 
just compensation depends upon 
many circumstances and must be de- 
termined by the exercise of a fair and 
enlightened judgment, having regard 
to all relevant facts. A public utility 
is entitled to such rates as will permit 
it to earn a return on the value of the 
property which it employs for the 
convenience of the public equal to 
that generally being made at the same 
time and in the same general part of 
the country on investments in other 
business undertakings which are at- 
tended by corresponding risks and un- 
certainties ; but it has no constitutional 
right to profits such as are realized 
or anticipated in highly profitable en- 
terprises or speculative ventures. The 
return should be reasonably sufficient 
to assure confidence in the financial 
soundness of the utility and should be 
adequate, under efficient and econom- 
ical management, to maintain and 
support its credit and enable it to 
raise the money necessary for the 
proper discharge of its public duties.” 
[21] The problem of determining 
a fair rate of return is one that must 
be considered closely in connection 
with the fixing of a proper rate base. 
No precise treatment can be given to 
either of these elements, both of 
which are of paramount importance 
when the Commission is engaged in 
fixing just and reasonable rates, with- 
out giving careful consideration to the 
other. It is with this point of view, 
and with the foregoing guiding prin- 
ciples in mind, that we have attacked 
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the problem before us. There is a 
good deal of helpful data in the record 
on this subject. Exhibit M, intro- 
duced by the Commission’s staff con- 
tains important economic and finan- 
cial data which we have considered 
carefully. The data pertains to gen- 
eral interest rates and yields, utility 
interest rates and yields and recent 
financing, general economic condi- 
tions and comparative stability of util- 
ity earnings and earnings of other 
enterprises. Also presented in this 
exhibit is evidence as to local condi- 
tions in the area served by the Utah 
Company and as to idle investment 
funds and the factors contributing 
to such idle money. 

[22, 23] It is apparent that many 
utilities in recent years have under- 
taken huge refinancing programs and 
have taken advantage of prevailing 
low interest rates which are common 


to the whole country and available, 


therefore, to all utilities. In view of 
the fact that Utah Company is pres- 
ently engaged in a $44,000,000 re- 
financing program it is especially ap- 
propriate to consider current interest 
levels in establishing the fair rate of 
return in this case. Because of this 
refinancing program the degree of at- 
tention which must, as a practical 
matter, be given to historical capital 
costs is not the same in this case as 
in the usual rate case where refinanc- 
ing is not imminent. The establish- 
ment of a fair rate of return of 6 
per cent during a period of low inter- 
est rates still leaves a high return for 
junior securities. As was observed 
by the Supreme Court of the United 
States in Driscoll v. Edison Light & 
P. Co. (1939) 307 US 104, 120, 83 
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L ed 1134, 28 PUR(NS) 65, 75, 59 
SCE7IS: 

“When bonds and preferred stocks 
of well-seasoned companies can be 
floated at low rates, the allowance of 
an over-all rate of return of a modest 
percentage will bring handsome yields 
to the common stock.” 

Utah Power & Light Company is 
operating in a favorable market 
where, according to the evidence, all 
energy which the company can pro- 
duce will be absorbed. Allowance has 
been made for all of the company’s 
taxes, though there are authorities 
who believe that some part of cur- 
rent abnormal war taxes should be 
borne by the utilities as their contri- 
bution to the war effort. Detroit v. 
Panhandle Eastern Pipe Line Co. 
(1942) FPC Op. No. 80, 45 PUR 
(NS) 203; Re Washington Gas 
Light Co. (DC 1942) 46 PUR(NS) 
1. Disallowance of a portion of tax 
expense in the process of fixing fair 
and reasonable rates would have the 
effect of reducing the rate of return 
allowed. But what is being done in 
this case will permit the company to 
earn the full return allowed without 
any deduction for such portion of in- 
come and excess profits taxes as are 
associated with the nation’s war 
effort. 

[24] Upon consideration of all as- 
pects of this matter we find and con- 
clude that a rate of return of 6 per 
cent on the rate base we have fixed will 
be fair and liberal. The only evidence 
offered by the company on this sub- 
ject was through the company’s presi- 
dent who testified that in his opinion 
the Commission should allow not less 
than 64 per cent as the rate of return 
on a rate base of not less than $72,- 


160 





PUBLIC SERVICE COMMISSION v. UTAH POWER & LIGHT CO. 


000,000. He failed, however, to give 
consideration to a number of impor- 
tant factors in arriving at his determi- 
nation, and was vague and indefinite 
in his treatment of other elements. 
This witness did not give any signifi- 
cant consideration to current money 
market conditions. He admitted that 
he was unfamiliar with the current 
money market. Though he lacked fa- 
miliarity with the current money mar- 
ket, nevertheless, on the basis of the 
company’s most recent estimates re- 
garding the proposed refinancing it ex- 
pects to sell $37,000,000 principal 
amount first mortgage bonds at 3? per 
cent and raise an additional $7,000,000 
at approximately 44 per cent. The 
company expects to save at least 
$532,000 annually in bond interest. 
This witness’ testimony on the 
amount of return required was entire- 
ly a matter of judgment. Some of 
the elements entering into such judg- 
ment upon which he was quite indefi- 
nite and vague, and as to which opin- 
ions may differ considerably, were the 
proper allowances for various classes 
of securities, the reasonableness or un- 
reasonableness of the company’s exist- 
ing capital structure, the effect of the 


Electric Operating Revenues ..... eS er 


Operating Revenue Deductions: 


Operating, maintenance, and general expenses 


Depreciation 
Taxes (except Federal income) 
Federal income and excess profits tax 


Net Electric Operating Revenues 


existing capital structure upon histor- 
ical and prospective capital costs and 
the effect of doubtful past financial 
practices and inflation in the company’s 
capital structure upon historical and 
prospective capital costs. 

{11] 


shee beuioe $11,841,944 
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The difference between our finding 
of 6 per cent and the witness’ judg- 
ment of 64 per cent as the return re- 
quirement is not very large. His esti- 
mate was founded largely upon a cost 
of money study which was based on 
the present capital structure of the 
company. Had he properly considered 
the expected savings from the refinanc- 
ing of the company’s bonds, his esti- 
mate of a proper rate of return would 
have been less than 6 per cent. Our 
finding of 6 per cent is fully justified 
by the record in this case, and we be- 
lieve it to be entirely in accord with 
prevailing financial and economic con- 
ditions, particularly as they affect this 
company. 


Electric Operating Revenues and 
Expenses 


The operating revenues and operat- 
ing revenue deductions applicable to 
sales of electric energy in the state of 
Utah have been determined from the 
data recorded in the company’s books 
and records and summarized in the in- 
come statement. The company’s state- 
ment of revenues and expenses applica- 
ble to Utah sales of electric energy is 
summarized below: 


1941 1942 1943 


$13,032,188 $12,633,934 


4,927,377 4,683,561 
1,021,644 1,063,951 
1,577,980 1,659,205 
1,700,360 1,497,270 


$7,816,515 $9,227,361 $8,903,987 
$4,025,429 $3,804,827 $3,729,947 

The data for the years 1941 and 
1942 are taken from the amounts re- 
corded on the company’s books and for 
the year 1943 are as estimated by the 
company. ‘This estimate made several 
months ago, and which shows 1943 
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4,477,182 
985,271 
1,628,442 
725,620 











UTAH PUBLIC SERVICE COMMISSION 


revenues to be lower than the actual 
revenue in 1942, is too low because, 
on the basis of actual operations to 
date, the company has predicted that 
1943 revenues and income will exceed 
the results in 1942. The revenues 
and expenses of electric plant leased 
from Traction Company are included 
in the above figures but the rental pay- 
ment is excluded because that property 
is included in the rate base. 


Revenues 

Revenues received from _ electric 
energy sales in the state of Utah are 
readily determined from the company’s 
records and no question has developed 
with respect to the revenues actually 
received during the years 1941 and 
1942. The company has raised a ques- 
tion concerning future revenues due to 
the expiration of its contract with 
Utah Copper Company. 


Utah Copper Company purchases 
large quantities of electric energy from 
Utah Power & Light Company under 
a special contract at a price of 5.2 mills 


per kilowatt hour. It is the only cus- 
tomer supplied at this rate, the next 
lowest rate being about 8.7 mills and 
the average industrial rate is 11.26 
mills per kilowatt hour. The Power 
Company would not renew the con- 
tract with a reduction in the rate pro- 
posed by the Copper Company with- 
out a provision that the rate would in- 
crease with increases in the general 
commodities index number, and in- 
crease to the extent necessary to re- 
flect all increased taxes above those in 
effect in 1940. The Copper Company 
would not agree to such a variable pro- 
vision and is therefore installing a sin- 





10 This statement was made by the company 
at the hearing in Case No. 2652, 49 PUR 
(NS) 193. 


gle 50,000-kilowatt unit. This unit 
will not supply its entire requirements 
and it will still buy energy from the 
Power Company. For rate case pur- 
poses only the company claims that 
after reflecting the loss of the Copper 
Company contract in the manner set 
forth in its Exhibit 31A its net operat- 
ing revenue before Federal taxes would 
be reduced about $1,400,000 in 194] 
and 1942 and that on the basis of its 
calculation it will be unable to meet 
its preferred stock dividend require- 
ments. However, it is apparent to the 
Commission that the company’s com- 
putations and allocations in Exhibit 
31A are erroneous and, in the words 
of the company’s president, “Exhibit 
31A does not reflect what has hap- 
pened or what is going to happen.” 
Exhibit 31A serves no useful purpose 
either as a statement of actual earn- 
ings or as a guide to future earnings, 

The company, in its brief, disre- 
gards the evidence in the record con- 
cerning future revenues and relies 
entirely upon Exhibit 31A for its ar- 
guments. The record is clear that the 
actual revenues were adjusted in that 
exhibit by merely deducting the gross 
revenue received from the Copper 
Company in the years 1941 and 1942. 
A small amount of production expense 
and cost of purchased power was elim- 
inated from operating costs but this 
adjustment was so calculated that it 
increased the average cost of power 
produced and purchased. Also a hypo- 
thetical charge for “steam standby” 
service was added to production ex- 
pense. No transmission expense, gen- 
eral expense, depreciation or taxes, ex- 
cept income taxes were eliminated. In- 
come taxes, however, were not recom- 
puted on the basis of the loss of reve- 
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nues assumed in the exhibit but a re- 
duction in income taxes was made by 
prorating the taxes computed on an- 
other basis. By the method used in 
the exhibit it is made to appear that 
the company’s earnings were less than 
were actually realized. The exhibit 
cannot be relied upon as a guide to fu- 
ture earnings because the company’s 
president stated in the 1941 annual re- 
port to the stockholders as follows: 

“To offset the ultimate loss of this 
low-priced business, substantial sav- 
ings will be made in operating costs 
by curtailed use of the less efficient 
steam plants and reduced payments for 
purchased power. The company is 
fortunate in being relieved of mak- 
ing a large additional investment to 
meet other load requirements for the 
war period which would have been un- 
avoidable had it been necessary to con- 
tinue carrying the full Copper Com- 
pany load. 

“There is now a better market for 
the electricity which will become avail- 
able for sale as the transfer of load 
takes place. Everything considered, it 
would appear that under present condi- 
tions, it is to the financial advantage 
of your company to be relieved of this 
load at the low price at which it is now 
being supplied. (signed) G. M. Gads- 
by, President and General Manager.” 

Mr. Gadsby testified that above- 
quoted statement was true and valid 
at the present time and needed no fur- 
ther qualification or modification, yet 
Exhibit 31A does not reflect the ‘“‘sub- 
stantial savings in operating costs” and 
reflects nothing whatever for “a bet- 
ter market for electricity which will 
become available for sale as the trans- 
fer of load takes place.” It appears 
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to the Commission that the transfer 
of the low-priced Copper Company 
load may result in increased revenues 
to the company, certainly during the 
war period, and even during the post- 
war period so long as a reasonable por- 
tion of the capacity of the company’s 
plant is utilized. There is ample evi- 
dence to indicate that the conditions 
portrayed in Exhibit 31A will not oc- 
cur but that on the contrary the com- 
pany’s actual revenues and earnings 
are increasing and will continue to do 
so. We find that no adjustment should 
be made in the actual revenues received 
during the years 1941 and 1942 and 
that the estimate for 1943 is too low. 


Operation, Maintenance, and General 

Expenses 

[25] The amount of the direct costs 
of operation, maintenance, and general 
expenses is determined from the 
amounts actually expended and record- 
ed on the books for the years 1941 and _ 
1942 and are estimated by the com- 
pany for the year 1943. The alloca- 
tion of operating costs to supply Utah 
customers is deemed reasonable, hence 
we accept these current expenditures 
as representing the costs associated 
with sales and revenues for the respec- 
tive years, except for an adjustment 
of expenditures pertaining to the pres- 
ent rate case, the reclassification of 
plant accounts and the valuation of 
property. These particular expendi- 
tures have been charged to operating 
expenses as incurred and are included 
in 1941 expenses in the amount of 
$80,925; in 1942 expenses in the 
amount of $128,812; and the esti- 
mate to complete is included in 1943 
estimated expenses in the amount of 


$50,000, making a total of $259,637 
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included for the three years under re- 
view." 

These costs represent abnormal 
operating costs during the period 
1941-1943. They will not occur in 
the future therefore need not be in- 
cluded in future operating costs, after 
the year 1943. The U. S. Supreme 
Court has said that a company should 
be allowed the reasonable expenses of 
presenting its side of the case to a 
Commission and has indicated that an 
amortization period of ten years is rea- 
‘sonable under circumstances similar to 
this case. Driscoll v. Edison Light & 
P. Co. (1939) 307 US 104, 120, 121, 
83 L ed 1134, 28 PUR(NS) 65, 59S 
Ct 715. The amortization charge over 
a 10-year period for the above-de- 
scribed charges will be approximately 
$26,000 annually and we will include 
that amount in operating expenses in- 
stead of the amounts actually charged 
thereto, for the purpose of equalizing 
the annual operating costs. Operation, 
maintenance, and general expense after 
this adjustment will therefore be $4,- 
422,357 for 1941, $4,824,565 for 
1942, and $4,659,561 estimated for 
1943. 


Annual Depreciation Expense 

[26, 27] The Commission’s staff 
pointed out in its brief that the sole 
issue with respect to depreciation is 
whether the annual allowance to be 
included in operating expenses should 
be based on prudent investment or 
should be based on some amount in 
excess of investment. The service life 
estimates and depreciation rates adopt- 





11 An amount of $136,256 was expended in 
connection with the reclassification of plant 
accounts during the years 1939 and 1940 but 
those years are not under review for purpose 
of the present case hence no adjustment need 
be made. 
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ed by the staff are the same as the 
company has used, and the 6 per cent 
sinking-fund depreciation method fol- 
lowed by the staff produces results 
equivalent to the 6 per cent compound- 
interest depreciation method used by 
the company. The company did not 
raise any other issue in its briefs, ex- 
cept a very minor one discussed here- 
inafter. These facts lead us to con- 
clude that the company’s only argu- 
ment relates to the depreciation base 
used by the staff. 

In connection with the minor excep- 
tion referred to counsel for the com- 
pany urges that “if the company is 
required to employ depreciation accru- 
als for the retirement of its bonds or 
invest in other securities, the yield 
upon the reserve would be much lower 
than 6 per cent.” Depreciation accru- 
als and the accumulated reserve are 
provided for one specific purpose—to 
protect the investment against the loss 
incurred due to the eventual retire- 
ment of depreciable property. The 
utility is restricted in its use of the 
depreciation reserve and _ specifically 
prohibited from diverting any portion 
to surplus or to any other use. The 
company has not used depreciation ac- 
cruals to retire bonds or invest in se- 
curities as is evidenced by the fact 
that property accounts and bonded in- 
debtedness have increased to a far 
greater extent than the depreciation 
reserve. We find that the argument 
of the company is erroneous and un- 
supported by any evidence. It appar- 
ently tried to adopt arguments similar 
to those made by the companies in the 
case of Federal Power Commission v. 
Natural Gas Pipeline Co. (1942) 315 
US 575, 86 Led 1037, 42 PUR(NS) 
129, 62 S Ct 736. The Supreme 
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Court, however, in that case rejected 
all arguments that the sinking-fund in- 
terest rate should be lower than the 
rate of return. 

The staff recommends an annual al- 
lowance for depreciation in the 
amount of $273,635. This amount is 
the 6 per cent sinking-fund deprecia- 
tion annuity based on original cost of 
plant plus the amortization of the 
amounts representing the excess of 
cost to the company over the original 
cost (Account 100.5). The original 
cost of plant is depreciated over the 
life of the property groups and the ex- 
cess (Account 100.5) is amortized 
over the composite life of the prop- 
erty, estimated by the company to be 
forty-six years. Using this method 
it is a mathematical fact that the com- 
pany will recover, through the depre- 
ciation allowance, the capital it has 
invested in any property group at the 
end of the service life of each group. 
All of the present property groups have 
a limited term of life, except land, and 
at the end of each term the investment 
therein will have been restored. There 
is no question whatever concerning the 
fact that the sinking-fund depreciation 
method and the compound interest de- 
preciation method will restore the cost 
of the plant over its service life and 
the company itself proposed the latter 
method. The accumulated deprecia- 
tion reserves are exactly the same for 
both methods. 


The company in its briefs has 
claimed that depreciation should be 
computed on a “fair value” deprecia- 
tion base. Its computed amount of de- 
preciation is arrived at as follows: The 
president of the company made a judg- 
ment estimate of $72,000,000 as a 
“present condition fair value rate 
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base.” Another witness translated this 
amount to $82,383,000 undepreciated, 
stating that accrued depreciation was 
$10,383,000. $2,597,000 was assigned 
to land and $309,000 to automobiles, 
depreciation on them being provided 
for elsewhere in operating expenses, 
leaving a depreciable base of $79,- 
477,000. The depreciation rates ap- 
plied to this base result in a deprecia- 
tion annuity of $366,500 and 6 per 
cent interest on the depreciation re- 
serve of $10,383,000 results in an 
amount of $623,000, making a total 
annual depreciation charge of $989,- 
500 under the compound interest 
method and $366,500 under the sink- 
ing-fund method. 


This process of computation was 
only a mechanical job. Although com- 
pany witnesses were questioned, none 
of them could give any reason why it 
was fair or necessary to compute de- 
preciation on any amount in excess of 
cost. The process of building up the 
$72,000,000 estimate by $10,383,000 
is wholly unfounded because the wit- 
ness who made that estimate consid- 
ered only the present condition of the 
property and was unable to give any 
breakdown on the $72,000,000. He 
included some amounts for value for 
serviceability, organization expense, 
intangibles, capital stock expense, and 
intercompany fees and profits, and, as 
we read his testimony, some amount 
for going value, none of which are de- 
preciable but which have been included 
in the company’s depreciation base. 
The company, in its briefs, takes in- 
consistent positions. In the discussion 
of the rate base it insists that the 
above-mentioned items be included. In 
the discussion of the depreciation base 
it turns about to insist that none of the 
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items are included, yet only land has 
been excluded in the computation. 


If we accepted the company’s de- 
preciation claims we would permit it 
to recover $18,000,000 in excess of the 
investment in the property from the 
ratepayers during the life of the prop- 
erty. The company’s brief says, al- 
though no one so testified, that the ex- 
cess is for the purpose of replacing the 
property, citing United R. & Electric 
Co. v. West, 280 US 234, 253, 254, 
74 Led 390, PUR1930A 225, 50S Ct 
123.4% We cannot agree with this con- 
tention. The company, both by the 
instructions in the prescribed Uniform 
System of Accounts and by order of 
this Commission, is required to com- 
pute annual depreciation expense on 
the cost of plant. The excess it claims 
here if allowed will go straight to 
earned surplus to be distributed as divi- 
dends. The theory that depreciation 
allowances must be made currently for 
the purpose of replacing the property 
in the future at a higher price level 
would result in grave injustice to the 
Utah ratepayers. The revenues col- 
lected under this theory would be a 
source of secret profits to the utility. 
Even in those rare instances where ex- 
cessive depreciation funds have been 
earmarked in depreciation reserves and 
not distributed as profits, no Commis- 
sion has ever been allowed to deduct 
the excessive reserves as a capital con- 
tribution. Certainly it is not the re- 
sponsibility of the ratepayers to make 
capital contributions, upon which the 
utility expects a return. The ratepay- 
ers are required to provide the proper 
amount of depreciation expense, as an 
element of the cost of service, to make 





12 Company witnesses testified that future 
replacement cost could not be predicted. 
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good the capital consumed in utility 
service and thus keep the actual invest- 
ment unimpaired. Lindheimer v. IIli- 
nois Bell Teleph. Co. (1934) 292 US 
151, 78 Led 1182, 3 PUR(NS) 337, 
54 S Ct 658. 

There are three classic devices 
through which the utilities seek to ob- 
tain a secret profit through the medium 
of depreciation charges. They are (1) 
the use of high depreciation rates 
(short service lives) coupled with the 
use of a “present condition” or “per 
cent condition” rate base wherein the 
accrued depreciation is “observed” or 
“viewed”; (2) the application of de- 
preciation rates to some sort of an in- 
flated depreciation base such as “re- 
production cost new,” “translated” or 
“trended” investment, or other “fair 
value” ; and (3) the use of the sinking- 
fund method with the interest rate 
lower than the rate of return. Such 
attempts to obtain a hidden profit vio- 
late the principle that annual and ac- 
crued depreciation are but two aspects 
of one economic fact—that property 
depreciates and is consumed in service. 
The Supreme Court of the United 
States has given us adequate standards 
by which to protect the rights of the 
company and the ratepayers in the mat- 
ter of depreciation, and we shall ob- 
serve those standards. Federal Power 
Commission v. Natural Gas Pipeline 
Co. supra. 

In this case we have a curious situa- 
tion with respect to the amount of ac- 
crued depreciation reflected in the com- 
pany’s “fair value” rate base of $72,- 
000,000 wherein the witness said it 
represented “present condition” but 
could not give any breakdown of the 
final answer, yet another witness inter- 
prets the figures in terms of the com- 
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pany’s “Plan for Depreciation Ac- 
counting,” adds $10,383,000, and then 
proceeds to compute “annual loss in 
economic value” on the gross figure.’ 
We consider this process to be an at- 
tempt to develop some figures to show 
that present rates are reasonable. It 
has no substance or reality, even from 
the viewpoint of the fair value theory. 
We must distinguish between what is 
merely counsel’s argument and the tes- 
timony of the witnesses, particularly 
in connection with annual depreciation. 
The president of the company testi- 
fied that ‘certainly the determination 
of annual depreciation expense would 
be the application of the various per- 
centages determined for depreciation 
to the cost of the property as reflected 
in the system cost.’’ No witness in the 
case, either for the company or the 
staff, testified that annual depreciation 
expense should be computed on any 
base in excess of system cost. 

We find that depreciation expense 
shall be computed by the 6 per cent 
sinking-fund depreciation method us- 
ing the agreed-upon service lives of 
property set forth in the “Plan for De- 
preciation Accounting,” and that this 
method provides consistent treatment 
with respect to the annual and accrued 
depreciation. We find that the proper 
depreciation base is the original cost 
of the property, plus the amount in Ac- 
count 100.5 which amount shall be 
amortized over the composite life of 
the property. The annual depreciation 
expense, including amortization, ap- 
plicable to property devoted to Utah 
service, is $273,635. 


Federal Income Tax, Excess Profits 

Tax, and Surtax 

[28, 29] This is our first rate case 
decision since enactment of the Reve- 
nue Act of 1942. The provisions of 
the new tax law greatly affect excess 
net income, and therefore have marked 
importance in a rate case where a de- 
termination of reasonable earnings 
must be made. 

There are three distinct taxes on in- 
come embodied in the 1942 Act. They 
are the 24 per cent normal tax, the 16 
per cent surtax, and the 90 per cent 
excess profits tax.* In the computa- 
tion of the excess profits tax liberal 
credits are allowed, apparently so that 
only truly excess profits will be taken 
away. In the computation of the sur- 
tax a generous concession was made, 
to public utilities only, by allowing a 
credit for dividends paid on preferred 
stock. Under the new law the income 
taxes increase sharply when income 
from excessive rates produces large 
earnings subject to the excess profits 
tax rate. 

The company has submitted its tax 
return for the year 1941 to the Bureau 
of Internal Revenue. That return was 
prepared on the same basis as returns 
filed in prior years, which have been 
audited and closed through the year 
1939. The 1942 tax return had not 
been filed at the close of the record in 
this case but a computation of income 
taxes for the year 1942, based on the 
complete income for the year 1942 and 
according to the Revenue Act of 1942, 
is in the record. The estimate of 1942 
taxes is the same as the company re- 





18 The witness stated he did not know what 
depreciation expense meant, but that he had 
computed “loss in economic value.” He also 
testified that, according to the company’s fig- 
ures, the property had appreciated from the 
claimed investment of $66,908,440 to the “pres- 
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ent condition fair value” of $72,000,000 and 
there was no “loss in economic value.” 

14 The excess profits tax rate of 90 per cent 
is subject to a credit or refund of 10 per cent 
so the net rate of 81 per cent is used here- 
after to avoid repetition of both percentages. 
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corded on its books for that year but 
is greatly different from the amount 
recently reported to the Bureau of In- 
ternal Revenue. The estimated taxes 
for 1942 include an amount of $1,- 
486,000 for excess profits taxes but a 
witness for the company testified in 
Case No. 2652, 49 PUR(NS) 193, 
that no excess profits tax was reported 
in the 1942 tax return. This makes a 
difference of approximately $900,000 
more Federal taxes claimed for rate 
case purposes than reported to the gov- 
ernment.”® 

The difference in the amount of 
taxes accrued on the books and report- 
ed in the tax returns is due principally 
to a difference in depreciation rates 
used in computing the depreciation de- 
duction for book purposes and for the 
tax returns. The Bureau of Internal 
Revenue established a depreciation rate 
of 2.7 per cent for income tax pur- 
poses which the company uses in the 
tax return, but the computation for in- 
come taxes accrued on the books is 
based on a depreciation rate of 1.98 
per cent. Obviously the effect of low- 
ering the depreciation rate is to de- 
crease the amount of the depreciation 
deduction and increase taxable net in- 
come and the amount of income tax. 
Another important adjustment made 
on the income tax return is the amorti- 
zation of emergency facilities over a 
60-month period allowed by the tax 
law. 

The company presented considerable 
evidence to show that the tax depre- 
ciation rate of 2.7 per cent was exces- 





15 In view of the fact that the company does 
not report an excess profits tax liability in 
its tax return the amount of excess profits 
taxes claimed for rate-making purposes is re- 
ferred to as the computed excess profits tax. 


sive and that the rate was questioned 
by the Bureau of Internal Revenue in 
returns filed subsequent to 1939, 
However, the tax depreciation rate of 
1.98 per cent represents a drastic re- 
duction and has not been agreed to by 
the company for tax purposes or adopt- 
ed by the Bureau of Internal Revenue, 

The final determination of these and 
other tax problems is of course beyond 
our province and we cannot predict 
with exactness the final tax liability. 
We are disposed to resolve doubts in 
favor of the company and assume that 
the possible tax contingency will 
eventuate. We do this even though 
the company, subsequent to the close 
of the record, has informed us that re- 
cent conferences with the staff of the 
Bureau of Internal Revenue indicate 
that a tax depreciation rate of 2.5 per 
cent will be agreed upon. We have 
considered the many phases of the tax 
problem, some of which we have not 
discussed because it would unduly 
lengthen this report. We have decided 
to make allowance in operating ex- 
penses for present and future income 
taxes on the basis of the Revenue Act 
of 1942 and the taxable net income as 
reported to the Bureau of Internal 
Revenue with the exception that the 
tax depreciation adjustment will be 
computed at the depreciation rate of 
1.98 per cent instead of 2.7 per cent. 
We assert that this is a liberal inter- 
pretation and allows for any tax con- 
tingency which may develop. We shall 
of course reflect in our allowance for 
income taxes the tax saving which will 
result from the reduction in earnings 
to a fair return. We find that the 
amount of $174,651 represents the 
fair and reasonable allowance for nor- 
mal income taxes associated with a fair 
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return in 1941, and $178,672 for 1942 
and 1943. 

The claim of the company that ex- 
cess profits taxes should be passed 
along to the ratepayers is deserving of 
our attention because the company is 
attempting to show that its rates are 
reasonable by including $1,480,000 of 
computed excess profits taxes in oper- 
ating expenses applicable to Utah cus- 
tomers. 

There is conclusive and uncon- 
troverted evidence in the record which 
proves that under reasonable rates 
and earnings the company will not 
be subject to the excess profits tax. 
This is true, even though the com- 
pany has admitted that its invested 
capital for excess profits tax pur- 
poses has been reduced $7,356,608 by 
dividends paid out of capital. This 
would have amounted to only $450,000 
if common stock dividends in the 
amount of $7,200,000 had not been 
paid to its parent holding company. 
It would be an imposition on present 
Utah ratepayers if this company 
should be permitted to recoup an al- 
lowance for excess profits taxes which 
are computed on the basis of the above 
impairment of invested capital result- 
ing from the payment of those com- 
mon stock dividends. The injustice to 
Utah ratepayers is obvious when ex- 
cessive rates and earnings are made to 
appear to be reasonable by means of 
computed excess profits taxes which 
have not been paid or reported to the 
government. 


We reject the company’s claim that 
its computed (but not reported or 
paid) excess profits taxes should be in- 
cluded in the cost of service and thus 


passed on to the ratepayers. With 
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excessive rates and earnings before 
taxes and a large amount of computed 
tax expense the result is that net oper- 
ating income is increased only 19 per 
cent, hence the rates and earnings are 
made to appear to be reasonable. Thus 
it is clear that any argument to the 
effect that present rates of the company 
are reasonable is also an argument that 
Utah ratepayers must assume the bur- 
den of computed excess profits taxes 
and all other taxes paid by the com- 
pany. The company would be relieved 
of its share of the cost of the war at 
a time when no person or organiza- 
tion can expect to remain unaffected 
by the greatest emergency ever exist- 
ing in modern times. In the case of 
Salt Lake City v. Utah Light & Trac- 
tion Co. 52 Utah 210, 229, PUR1918F 
377, 173 Pac 556, 3 ALR 715, the su- 
preme court of Utah stated that when 
conditions are grossly abnormal on ac- 
count of war “every individual and 
every great enterprise must bear his or 
its share of the burden incident to the 
great conflict.” The opinions of other 
Commissions support our view that ab- 
normal taxes should not be used as a 
justification for excessive rates.” 

In the instant case we need not de- 
termine what portion of the war taxes 
should be borne by the utility because 
the credits and exemptions to this com- 
pany under the Revenue Act of 1942 
are liberal enough to exempt it from 
the payment of excess profits taxes un- 
der reasonable rates and earnings. 

The credit for preferred stock divi- 
dends allowed public utility corpora- 
tions also exempts the company from 
the payment of the surtax. Thus we 





16 Detroit v. Panhandle Eastern Pipe Line 
Co. (1942) FPC Op. No. 80, 45 PUR(NS) 
203; Re Washington Gas Light Co. (DC 
1942) 46 PUR(NS) 1. 
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need make allowance only for the 24 
per cent normal tax. 


Summary of Operating Revenues and 
Expenses 
The Commission finds that the fol- 
lowing amounts represent the actual 
revenues and operating costs for the 
years 1941 and 1942: 


1941 1942 
Operating 
$11,841,944 $13,032,188 


Electric 
Revenues 
Operating 
Deductions: 
Operation, Main- 
tenance, and Gen- 
eral Expense .... 
en 


4,422,357 
273,635 
1,628,442 
174,651 


4,824,565 
273,635 
1,577,980 
178,672 


pen 
nea "Gules Fed- 
eral Income) .. 


Federal Income 





Total Cost of Opera- 


$6,499,085 $6,854,852 





Net Electric Operat- 


ing Revenues $5,342,859 $6,177,336 


It should be noted again that the com- 
pany now estimates that 1943 revenues 
and income will exceed 1942 revenues 
and income. 


Reasonable Cost of Service and Rate 
Reduction 


The total cost of electric service to 
Utah ratepayers is found by adding the 
fair and reasonable allowance for re- 
turn to the actual and necessary costs 
of operation. The fair return for 1941 
is $3,838,215 and for 1942 is $3,- 
854,970 (6 per cent of the proper rate 
base). The total cost of service is 
therefore found as follows: 


1941 1942 
$6,499,085 $6,854,852 


3,838,215 3,854,970 
Total Cost of Service $10,337,300 $10,709,822 


Total Operating Costs 
Fair Return 





The Commission finds that the com- 
pany has been earning in excess of a 
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fair return by collecting excessive rey- 
enues from Utah customers during the 
years 1941 and 1942 (and revenues 
and earnings in 1943 are estimated by 
the company to exceed those for 1942) 
as follows: 


1941 1942 
Electric Operating 
Revenues $11,841,944 $13,032,188 
Total Cost of Service 10,337,300 10, 709, 822 





Excess Earn 
above Fair Retarn $1,504,644 $2,322,366 


[30] The increase in revenues in the 
year 1942 reflects increased sales due 
to the expansion of both industrial and 
military establishments in connection 
with the national war effort. The 
company apparently received excess 
profits in the amount of $800,000 in 
1942 from this war business in addi- 
tion to the excess profits of $1,500,000 
earned on its 1941 business. We be- 
lieve this situation is not consistent 
with the intent of the provisions of 
Title 76 of the Utah Code and is clear- 
ly out of harmony with the stabiliza- 
tion program laid down by the direc- 
tive of the President of the United 
States, issued April 8, 1943. This di- 
rective states: 

“The attention of all agencies of the 
Federal government, and of all state 
and municipal authorities, concerned 
with the rates of common carriers or 
other public utilities, is directed to the 
stabilization program of which this or- 
der is a part so that rate increases will 
be disapproved and rate reductions ef- 
fected, consistently with the act of Oc- 
tober 2, 1942, and other applicable 
Federal, state, or municipal law, in 
order to keep down the cost of living 
and effectuate the purpose of the sta- 
bilization program.” 

The fact that this nation is engaged 
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in a great war for survival is a com- 
pelling reason why we should order 
reasonable rates now and reduce €x- 
cessive profits. Such action is con- 
sistent with the law of this state. Title 
76 of the Utah Code Annotated, 1943, 
does not authorize unjust and unrea- 
sonable rates at any time and we 
would violate the laws of our state 
and the specific directive of the Presi- 
dent of the United States if we failed 
in our duty to order just and reason- 
able rates. We cannot, as the compa- 
ny has urged, postpone a rate reduction 
until that elusive period called ‘“nor- 
mal conditions’’ arrives, if ever. 
During the years 1942 and 1943 
there has been a considerable increase 
in industrial activity and in the popula- 
tion of the area in Utah served by the 
company, some of which is temporary. 
There are within that area now taking 
service from the company large mili- 
tary camps, plants, and storage facili- 
ties devoted to the production and han- 
dling of war munitions, and temporary 
housing units. There is also increased 
activity on the part of both metal and 
coal mines which may subside in the 
postwar years to more nearly the pre- 
war volume of production. The com- 
pany’s president testified, in connec- 
tion with the merger and refinancing 
plans of the company, before this Com- 
mission (Case No. 2652, supra) and 
the Securities and Exchange Commis- 
sion, that in his projection of revenues 
during the first five postwar years he 
estimated that the Copper Company 
would supply its own requirements; 
that the Geneva steel plant, together 
with Geneva coal mine, would operate 
after the war at approximate capacity, 
the Geneva mine taking 13,000,000 
kilowatt hours per year, and that the 
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Geneva steel plant would pay Utah 
Power & Light Company about $200,- 
000 per year ; that 25 per cent of other 
direct war projects would remain ef- 
fective; that the company would have 
the same number of residential users 
in the first of the five postwar years as 
it had in the month of August 1942, 
and that the number of such users 
would gradually increase. Since mak- 
ing the above estimate, however, the 
company has negotiated a new con- 
tract with the Copper Company which 
is to run for a term of five years from 
the expiration of the present contract, 
which has been extended to a time 
sixty days after completion of the 
Copper Company’s steam electric gen- 
erating plant now under construction. 
The new contract provides that the 
Copper Company may cancel the same 
at any time after two years from the 
date of commencement of service 


thereunder or that it may elect to ex- 
tend the contract to a total term of ten 
years. The contract provides that the 
minimum monthly bills for service ren- 
dered thereunder shall be not less than 


$30,000. It is obvious that the com- 
pany will receive substantial revenues 
from the Copper Company under this 
new contract. As we view the whole 
pattern of postwar electric revenues for 
the company it now appears that with- 
out a rate reduction they would have 
equalled or exceeded the revenues col- 
lected during the year 1941. There is 
no presently foreseeable condition 
which would warrant a conclusion that 
future revenues or earnings would be 
less than those of the year 1941. 

We are of the opinion that the rev- 
enues, operating expenses, and earn- 
ings during the year 1941 may be used 
as a safe and conservative basis upon 
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which to gauge future earnings. We 
find and conclude that present rates are 
unjust and unreasonable and we de- 
termine that the just and reasonable 
rates to be hereafter charged by Utah 
Power & Light Company to customers 
in the state of Utah, shall reflect an 
immediate reduction of not less than 
$1,504,644 when applied to the volume 
of electric sales in this state during the 
year 1941, 

From the actual experience of the 
company in 1942 and 1943 we must 
conclude that sales incident to war 
conditions will in the future produce 
earnings in excess of a fair return aft- 
er giving effect to the rate reduction 
which we are now ordering. We rec- 
ognize that the amount of the company 
taxes will not remain constant and that 
the company must provide for future 
maintenance and rehabilitation of plant 
accumulated during the war period. 
Because of such contingencies we have 
based our rate reduction on the opera- 
tions for the year 1941 instead of 1942. 


The fact that certain maintenance 
work has been postponed during the 
war period due to the shortage of ma- 
terials and labor will result in increased 
costs for maintenance and rehabilita- 
tion during the immediate postwar pe- 
riod. We hereby put the company on 
notice that the Commission expects 
that earnings in excess of a fair re- 
turn will be retained by the company 
for the specific purpose of providing 
for postponed maintenance and re- 
habilitation and to improve the finan- 
cial condition of the company. In view 
of the fact that we have predicated our 
rate reduction on the lower earnings 
of 1941 instead of the much higher 
and abnormal earnings of 1942 and 
1943, the Commission will not be in- 
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clined to look with favor upon an ap- 
plication by the company for increased 
rates in the immediate postwar years 
based upon operating expenses which 
include the cost of deferred mainte- 
nance and rehabilitation of plant. 


Upon consideration of the entire 
record herein and the foregoing re- 
port, the Commission finds and con- 
cludes: 

1. The Utah Power & Light Com- 
pany is a corporation organized and 
existing under the laws of the state 
of Maine, doing business in the state 
of Utah with its principal office at Salt 
Lake City, Utah. 

2. The company has two subsidi- 
aries, the Western Colorado Power 
Company and Utah Light and Trac- 
tion Company, the securities of which 
it owns to the extent of 99.97 per cent 
and 99.98 per cent of the voting power 
of the respective subsidiaries. 

3. The company is controlled by 
Electric Power & Light Corporation 
which owns its securities representing 
92.39 per cent of the voting power, 
Electric Power & Light Corporation 
in turn being a subsidiary of Electric 
Bond and Share Company which owns 
its securities representing 46.83 per 
cent of the voting power. 

4. The company is a public utility 
owning and operating an interconnect- 
ed electric power system in southeast- 
ern Idaho, northern and central Utah, 
and southwestern Wyoming. More 
than 90 per cent of its electric revenues 
being derived from sales of electric 
energy in the state of Utah. So far 
as its operations are applicable to the 
state of Utah it is subject to the juris- 
diction of and regulation by this Com- 
mission under the provisions of Title 
76 of the Utah Code Annotated, 1943. 
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5. The company leases and operates 
certain electric properties, which are 
owned by Utah Light and Traction 
Company, under the terms of a lease 
agreement dated January 2, 1915, fora 
period of ninety-nine years from Jan- 
uary 1, 1915. This Commission on 
July 17, 1943, gave its consent and 
approval to a plan of consolidation or 
merger of the company and the Trac- 
tion Company. If the proposed merg- 
er or consolidation is carried out the 
company will acquire at the original 
cost thereof all Traction Company 
property and assets, assume or for- 
give all indebtedness, cancel Traction 
Company stock, and complete its dis- 
solution, Included in the properties 
which the company will acquire will be 
street railway, trolley coach, and bus 
transportation facilities. 

6. The company under the afore- 
said lease retains all earnings derived 
from the operation of the leased prop- 
erty and pays all operating expenses. 

7. The electric properties of the 
Utah Power & Light Company and the 
Utah Light and Traction Company are 
under common control and ownership 
and are operated as a single, intercon- 
nected, and integrated system for the 
production, purchase, interchange, 
transmission, distribution, and sale of 
electric energy. 

8. The rates and charges demanded, 
charged, and collected by the company 
for the sale of electric energy in the 
state of Utah, together with the clas- 
sifications, rules, regulation, practices, 
and contracts effecting such rates are 
subject to the jurisdiction of this Com- 
mission. Also subject to the jurisdic- 
tion of this Commission under § 76— 
4-22 of the Utah Code Annotated, 
1943, are the accounts of the company 
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and the Traction Company and the 
manner in which such accounts are 
kept. Uniform Systems of Accounts 
have been prescribed by the Commis- 
sion for both companies. 

9. The gross investment, before de- 
preciation, of the company’s owned 
and leased electric plant used and use- 
ful for electric service in the state of 
Utah is not more than $62,670,254 as 
of December 31, 1941, and not more 
than $62,949,502 as of December 31, 
1942. 

10. The sum of $1,300,000 is an 
adequate and liberal allowance for ma- 
terials, supplies, and cash working cap- 
ital necessary for the company’s oper- 
ations to supply customers in the state 
of Utah. 

11. The company’s claimed invest- 
ment in property in the amount of $66,- 
908,440 erroneously includes items and 
amounts that are (1) improper pay- 
ments to Electric Bond and Share 
Company or associated companies, (2) 
computed amounts never actually paid, : 
and (3) amounts which represent nei- 
ther tangible nor intangible assets. 

12. The evidence offered by the 
company relating to the reproduction 
cost new, less depreciation, of its prop- 
erties used and useful in serving Utah 
customers, is unreliable and inherently 
fallacious, and is immaterial, irrele- 
vant and incompetent in this case. 

13. The evidence offered by the 
company and received pertaining to the 
trended or translated value as of July 
1, 1942, of the claimed investment is 
inaccurate, conjectural, based on im- 
proper assumptions and estimates and 
is immaterial, irrelevant and incom- 
petent and cannot properly be relied 
upon in fixing a just and proper rate 
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base or in fixing fair and reasonable 
rates. 

14. The amount of $19,433,498 
which the company has added to actual 
investment to arrive at undepreciated 
“fair value” of $82,383,000 is an un- 
identified amount, arrived at by an un- 
known and unexplained method, not 
related to any tangible or intangible 
property or investment, but which in- 
cludes the arbitrary capitalization of 
value for serviceability, going value, 
improper capital stock expense, im- 
proper awards, and fees and profits 
paid to its affiliates, which have im- 
paired the financial position of the com- 
pany and have added nothing of value 
to the property. 

15. The company’s “present condi- 
tion fair value’ rate base of $72,000,- 
000 includes the items enumerated in 
Finding 14, above, and is hypothetical, 
conjectural, and inherently faliacious, 
and cannot be considered as having 
probative value in determining a just 
and proper rate base, or fair and rea- 
sonable rates. 

16. For rate-making purposes both 
annual and accrued depreciation must 
be treated. consistently and must be 
based upon actual investment in electric 
plant in order to deal equitably with 
the company, its investors, and the 
ratepayers. 

17. The sinking-fund depreciation 
method, properly applied, produces re- 
sults equivalent to other recognized de- 
preciation methods and requires no de- 
duction from the rate base for accrued 
depreciation when the sinking-fund in- 
terest rate is the same as the rate of 
return. 

18. The just and proper rate base 
for the Utah Power & Light Company 
is the amount actually and prudently 
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invested in property used and useful 
in rendering service in Utah. The un- 
depreciated prudent investment rate 
base is determined as follows: 


December 
31, 1941 
$50,517,242 

12,153,012 


$62,670,254 
1,300,000 


December 
31, 1942 
$50,796,206 

12,153,296 


$62,949,502 
1,300,000 


Owned plant 
Leased plant 


Total Plant 
Working capital .... 








Maximum undepreci- 
ated investment 
rate base 


$63,970,254 $64,249,502 


and the said rate base reflects the dol- 
lars actually invested to create the com- 
pany’s property as an assembled elec- 
tric plant and an established concern in 
successful operation. 

19. The inclusion in the prudent in- 
vestment rate base by the Commission 
of $2,154,687 in Account 100.5 Elec- 
tric Plant Acquisition Adjustments, 
representing the amount paid by Elec- 
tric Bond and Share Company, or as- 
sociated companies, in excess of the 
original cost of the properties when 
first devoted to public service, is for 
the purpose of including all expendi- 
tures incurred in assembling the prop- 
erty into an integrated power system 
and for the purpose of assuring ample 
and liberal return during the pending 
reorganization and refinancing of the 
company and is not to be construed as 
being properly includable in the rate 
base for any other reason. 

20. The company’s electric operat- 
ing revenues from Utah sales totaled 
$11,841,944 for 1941, $13,032,188 for 
1942, and it is estimated that 1943 rev- 
enues will exceed those of 1942. 

21. The company’s electric operat- 
ing expenses applicable to Utah sales 
(exclusive of depreciation, rate case 
expense, and Federal income taxes) 
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are $6,024,800 for 1941 and $6,376,- 
545 for 1942. 

22. The amount of $2,154,687 in 
Account No. 100.5 Utility Plant Ac- 
quisition Adjustments should be 
amortized over the composite life of 
the acquired property. 

23. The company’s claimed annual 
allowance for depreciation is computed 
upon the elements of “fair value” 
enumerated in Finding 14 above, is in- 
flated by amounts of depreciation ex- 
pense based on hypothetical values not 
subject to depreciation, and is not sup- 
ported by the record. 

24. The annual 


allowance for 


amortization and depreciation ex- 
pense, applicable to Utah sales is 
$273,635 computed by the 6 per cent 
sinking-fund depreciation method, the 
agreed-upon service lives, and based 
upon actual investment. 

25. The expenditures made by the 


company in connection with its orig- 
inal cost study, reproduction cost new 
study, and the rate case, totaling $259,- 
637 for the years 1941, 1942, and 
1943, are spread over a 10-year period 
and the annual amount of $26,000 is 


allowed in operating expenses for rate-" 


making purposes. 

26. Federal income tax is allowed in 
full, based on normal tax net income 
and normal tax rate of 24 per cent and 
is not more than $174,651 for 1941 
and $178,672 for 1942, when associat- 
ed with fair and reasonable earnings. 
Under reasonable rates and earnings 
the company will not have to pay Fed- 
eral surtaxes or Federal excess profits 
taxes under the Revenue Act of 1942. 

27. A fair and reasonable rate of re- 
turn for the company is 6 per cent per 
annum. 

28. The total cost of service to Utah 
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ratepayers is the sum of the necessary 
costs of operation and the fair and rea- 
sonable allowance for return (6 per 
cent on the proper rate base) and is 
found as follows: 


1941 1942 
Total Operating Costs $6,499,085 $6,854,852 
Fair Return 3,838,215 3,854,970 


Total cost of Service $10,337,300 $10,709,822 


29. The company’s electric operat- 
ing revenues from Utah sales less the 
total cost of service, exceed a fair re- 
turn (6 per cent on the rate base) as 
follows: 





; 1941 1942 
operating 


$11,841,944 $13,032,188 
10,709,822 


Electric 
revenues 
Total cost of service 10,337,300 





Excess earnings above 
fair return 


$1,504,644 $2,322,366 


30. The rates and charges made, de- 
manded, and received by the company 
for sales of electric energy in the state 
of Utah during the years 1941 and 
1942 were unjust, unreasonable, and 
excessive in the amounts set forth 
above in Finding 29, and the rates and 
charges now being made, demanded, 
and received by the company for such 
service are unjust, unreasonable, and 
excessive. 

31. The rates and charges of the 
company, after reflecting the reduction 
of $1,504,644 based on the 1941 vol- 
ume of sales, which reduction will be 
ordered, will be just and reasonable. 

An appropriate order will be entered 
in accordance with the foregoing re- 
port, findings of fact, and conclusions. 


HACKING, Commissioner, dissent- 
ing in part: I have withheld my name 
from the majority report for the rea- 
son that under the present high earn- 
ings of the company a plan could be 
adopted that would provide the com- 
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pany’s customers with higher reduc- 
tions in rates, and at the same time 
protect the company to a certain extent 
in the postwar period when I anticipate 
the company’s earnings will decline ma- 
terially, and for the further reason that 
some maintenance in the company’s 
properties is being postponed. The 
company is experiencing the highest 
earnings in its history during the pres- 
ent war times, a large amount of which 
is derived from temporary military and 
defense plant installations. I am con- 
vinced that it would be preferable to 
make provision for the company’s cus- 
tomers to receive the greatest possible 
benefits during the present period in 
the way of rate reductions. 

I concur in the amount found as the 
rate base in the Commission’s report 
and order, and I concur in the rate of 
return found therein. Along the lines 
indicated above I believe that the rate 
reduction should be $1,000,000 based 
on 1942 volume of sales, and that any 


excess earnings, after such reduction, 
and above 6 per cent on the rate base, 
should be disposed of in the following 
manner : 

a. The company during this period 
of scarcity of materials and labor 
should provide a fund of at least $300,- 
000 annually to be set aside, but to re- 
main under the control of the Commis- 
sion and used for the purpose of any 
maintenance and rehabilitation in the 
property which may have been post- 
poned during this period of scarcity 
of labor and materials, and further, to 
furnish employment for discharged 
military and defense work personnel 
after the termination of the war. 

b. That any remaining excess above 
6 per cent on the rate base should be re- 
funded to the customers of the compa- 
ny during the year in which the excess 
is earned. 

c. That for the current year of 1943 
the plan for refund and reserve should 
be retroactive to July 1, 1943. 
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Re Tri-City Utilities Company et al. 


[Docket No. 2628.] 
Consolidation, merger, and sale, § 13 — Necessity of Commission approval — Sale 


to municipality. 


1. Approval or consent of tte Commission is not a requisite for the sale of 

property of a public utility company to a municipal corporation, p. 178. 
Municipal plants, § 17 — Authority to operate. 

2. A municipality is authorized by the Municipal Electric Plant Act of 1935, 

Public Acts, Chap. 32, to acquire, operate, and maintain an electric plant 

within or without the corporate limits and to provide electric service to the 

users or consumers of electric power and energy, p. 178. 


Consolidation, merger, and sale, § 6 — Right of Commission to approve — Sale to 


municipality. 


3. The Public Utilities Act does not prohibit the Commission from granting 
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its approval of the sale of properties by an electric utility company to a 
municipality if it sees fit to do so, regardless of the fact that such sale may 
be made without the consent.and approval of the Commission, p. 179. 


Consolidation, merger, and sale, § 6 — Powers of Commission — Termination of 
action for penalties. 

4. The Commission has authority, in order to facilitate the sale of utility 
property by an electric company to a municipality, if it finds that the sale 
is legal and in the public interest, to withdraw information certified to the 
district attorney in a pending action to recover penalties for violation of 
the statute prohibiting discrimination and seeking a mandatory injunction 
to compel the company to obey and abide by orders of the Commission rela- 
tive to discontinuance of discriminatory practices, p. 179. 


Consolidation, merger, and sale, § 22 — Grounds for approval — Elimination of 
competition — Sale to municipality — Ending of discrimination pro- 
ceeding. 

5. The ending of a period of destructive competition between an electric 
company and a municipality by the sale of the electric company’s prop- 
erty to the municipality is a public benefit of considerable consequence, and 
any benefit which might be derived from the imposition of penalties for un- 
lawful discrimination in a pending action which would as a consequence be 
discontinued is by comparison of minor importance, p. 179. 


Commissions, § 11 — Jurisdiction and powers — Rules and regulations — Pro- 
cedure. 
6. The Public Utilities Act grants the Commission broad discretionary au- 
thority to be exercised for the benefit and welfare of the persons who use the 
essential utility services in the state, and the Commission is authorized to 
prescribe such rules and regulations with reference to its procedure, in- 
vestigations, and hearings as it deems best, and it may exercise this procedure 
in such manner as best to serve the public policy of the state and the welfare 
of citizens using utility services, p. 179. 
Discrimination, § 1 — Action to prevent — Dismissal by consent decree — Sale of 
property. 
7. Withdrawal of an information which was the basis of a suit against an 
electric company to recover penalties and to prohibit discriminatory practices 
and consent to the entry of a decree dismissing the suit, costs to be taxed 
against the company, was held to be in the public interest in order to facilitate 
the sale of the company’s properties to a municipality, p. 180. 


[July 24, 1943; August 19, 1943.] 


ETITIONS by a public utility company and a city for approval 
P.; the sale of the facilities of the company to the city; ap- 
proval granted and termination of pending suit based on alleged 

discrimination ordered. 


> 


By the Commission: The peti- ities Company, a Kentucky corpora- 
tioners herein have separately filed tion which is engaged in the distribu- 
petitions seeking approval of an_ tion and sale of electricity at Jellico, 
agreement in writing entered into on Tennessee, and the city of Jellico, a 
July 15, 1943, between Tri-City Util- municipal corporation which likewise 
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distributes and sells electricity in the 
same community. 

The petitioner, Tri-City Utilities 
Company, is a public utility and is 
subject to the jurisdiction of this 
Commission under the provisions of 
the Code of Tennessee, §§ 5447 to 
5470. It is the successor to Ken- 
tucky-Tennessee Light and Power 
Company, an electric utility which 
formerly served thirty-five commu- 
nities in Tennessee, but sold all its 
properties except that at Jellico to 
municipalities, cooperatives, or the 
Tennessee Valley Authority. The 
only Tennessee properties now owned 
by this petitioner are those in Jellico, 
but it also owns in connection there- 
with a distribution system serving 
customers in the unincorporated town 
of Jellico, Kentucky, and Whitley 
county, Kentucky. 


The petition filed by the city of 
Jellico recites that it is a municipal 


corporation established under the 
laws of the state of Tennessee, and 
that it is authorized under the Mu- 
nicipal Electric Plant Act, Chap. 32 
of the Public Acts of 1935, to pur- 
chase and own electric properties and 
engage in the distribution of electric 
current, and that it is further author- 
ized to engage in the distribution of 
electricity in the state of Kentucky by 
Chaps. 174 and 197, Private Acts of 
Tennessee of 1941. 

Both petitions recite that the utility 
company and the municipality have 
entered into an agreement for the sale 
and transfer of the entire electric gen- 
eration and distribution properties in 
the Jellico Division, which includes 
generation and distribution facilities 
in Tennessee and distribution facil- 
ities in Kentucky. The contract ex- 
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cludes accounts receivable, unbilled 
revenue, and materials and supplies, 
and the sale is for a consideration of 
$60,000. 

Prior to the consummation of the 
contract it is requisite that approval 
be obtained from various govern- 
mental agencies. The utility com- 
pany is a subsidiary or affiliate of the 
Associated Gas and Electric Cor- 
poration, which is now being admin- 
istered in Federal receivership in the 
United States district court for the 
southern district of New York, 
Docket No. 75,635, which is a pro- 
ceeding pursuant to Chap. X of the 
Bankruptcy Act. The trustees of the 
Associated Gas and Electric Cor- 
poration have approved the sale on 
behalf of the receivership and formal 
approval by the court is expected in 
due course. 


The Public Service Commission 
of Kentucky by order dated July 14, 
1943, authorized the sale of the facil- 
ities to the city of Jellico. 

[1, 2] The approval or consent of 
the state of Tennessee, of the Railroad 
and Public Utilities Commission, or 
of any other agency of the state of 
Tennessee is not a requisite for the 
sale or other disposition of the prop- 
erty of any public utility to any 
county, municipal corporation, or any 
subdivision of the state of Tennes- 
see. Public Acts of 1935, Chap. 42, 
§ 2. The municipalities of the state 
are authorized to acquire, operate, 
and maintain electric plants within or 
without the corporate limits of such 
municipalities and to provide electric 
service to the users or consumers of 
electric power and energy. The Mu- 
nicipal Electric Plant Act of 1935, 
Public Acts, Chap. 32. 
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[3] The Tri-City Utilities Com- 
pany may sell its properties to the 
city of Jellico with or without the 
consent and approval of this Commis- 
sion, but the act does not prohibit the 
Commission from granting its ap- 
proval if it sees fit to do so regardless 
of its jurisdiction in the premises. 

[4-6] The petitioners in this mat- 
ter were both fully informed as to the 
Commission’s lack of jurisdiction in 
matters involving the sale of utility 
properties to municipal corporations 
and yet they have asked for the ap- 
proval of the Commission as to this 
particular sale. The reason for this 
lies in the following circumstances: 
The contract to which the petitioners 
have subscribed is subject to the final 
dismissal of a cause pending in 
Campbell county chancery court, 


styled State ex rel. Dunlap v. Tri- 
City Utilities Co. 


This cause was 
filed on or about the 14th day of 
June, 1943 by Honorable Howard H. 
Baker, district attorney for the nine- 
teenth judicial district of Tennessee, 
of which Campbell county is a part, 
pursuant to an information related to 
him by the Commission, charging the 
defendant company with violation of 
the statutes of the state prohibiting 
discrimination between customers of 
electric companies. Code of Tennes- 
see, §§ 5416, 5420. 

The original bill filed by the said 
district attorney prays that the state 
of Tennessee have and recover a sum 
not less than $500 nor more than 
$2,000 for each violation of the said 
statutes, and further that a manda- 
tory injunction be granted enjoining 
and commanding the defendant to 
obey and abide by the orders of the 
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Commission relative to discontinu- 
ance of discriminatory practices. 

When the Commission first cited 
the utility charging discrimination, 
the company asked the Commission 
to advise whether the purpose of the 
citation was corrective or for the col- 
lection of penalties. The company 
was advised that under any circum- 
stances the proceedings were correc- 
tive and that possibly, if the facts 
warranted, the Commission might 
proceed for the collection of penalties. 

The Commission has been advised 
that the company has corrected the 
discriminatory practices engaged in 
and among other things has filed cer- 
tain corrective rates which it had 
previously been charging to some of 
its customers without filing. By 
thus filing said rates, it has made 
them applicable to all parties within 
the proper classification. 


In the consummation of their con- 
tract both the city of Jellico and the 
utility company are desirous to com- 
pose and settle all disputes which may 
have arisen with reference to the af- 
fairs of the company at Jellico, so 
far as possible. The petitioners have 
accordingly requested the Railroad 
and Public Utilities Commission to 
withdraw the certificate of informa- 
tion relating acts of discrimination to 
the said district attorney, to the end 
that the cause filed in the chancery 
court of Campbell county may be 
finally dismissed. 

The Commission is of the opinion 
that if it shall find that the sale and 
transfer of the assets of Tri-City Util- 
ities Company to the city of Jellico 
is legal in all respects, is in the public 
interest and should be approved by 
the Commission, it has authority in 
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order to facilitate the sale to with- 
draw the information which has been 
certified to the said district attorney. 

Hence the issue for the Commis- 
sion’s decision is as to whether the 
public interest will be served by con- 
summation of the sale of the facilities 
to the city of Jellico. For twenty 
months the Tri-City Utilities Com- 
pany and the city of Jellico have been 
in competition in the community of 
Jellico under conditions which are 
not conducive to economy and 
efficiency of operations. The city 
has gained the bulk of the residential 
business but the company has been 
able to retain a valuable business with 
a number of commercial and indus- 
trial establishments, and also has a 
valuable business in Whitley county, 
Kentucky, which it has been serving 
without competition. Under the cir- 
cumstances, the city of Jellico has not 


to the present been operating at a 
profit and it is doubtful if the utility 


company’s operation has been as 
profitable as its rates and service war- 
rant. The consummation of the sale 
will end a period of destructive com- 
petition which inures to the advan- 
tage of neither party involved. This 
is a public benefit of considerable con- 
sequence. Any benefit which might 
be derived from the imposition of 
penalties for the violation of the laws 
prohibiting discrimination is by com- 
parison of minor importance. The 
utility company would in all probabil- 
ity controvert said charges of dis- 
crimination and the ultimate outcome 
is subject to some uncertainty. 
Under the circumstances, it is the 
opinion of the Commission that the 
sale and transfer of the assets of Tri- 
City Utilities Company to the city of 
50 PUR(NS) 


Jellico as provided in the written con- 
tract exhibited to the Commission is 
in the public interest and should be 
approved. The Tennessee Public 
Utilities Act grants. the Commission 
broad discretionary authority to be 
exercised for the benefit and welfare 
of the persons who use the essential 
utility services in the state. In the 
present case the public will be bene- 
fited by the withdrawal of the infor- 
mation heretofore related to the dis- 
trict attorney of Campbell county, 
The Commission is authorized to 
prescribe such rules and regulations 
with reference to its procedure, in- 
vestigations and hearings as it deems 
best and it may exercise this pro- 
cedure in such manner as to best 
serve the public policy of the state 
and the welfare of those of its citi- 
zens who use electric energy and the 
other utility services. Code of Ten- 
nessee, § 5399. 

[7] It is accordingly the opinion 
of the Commission that in order to 
facilitate the sale of the Jellico prop- 
erties by Tri-City Utilities Company 
to the city of Jellico the Commission 
should withdraw the information re- 
lated to the district attorney for the 
nineteenth judicial district of Ten- 
nessee with the recommendation that 
the cause heretofore filed in the chan- 
cery court of Campbell county be 
finally dismissed by the entry of a 
consent decree, the costs to be taxed 
against the defendant company. 

The withdrawal of the information 
and dismissal of the chancery cause is 
conditioned upon the final consum- 
mation and closing of the agreement 
which has been executed by and be- 
tween the petitioners, and more par- 
ticularly upon the obtaining by the 
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trustees of Associated Gas and Elec- 
tric Corporation of an order of the 
United States district court for the 
southern district of New York au- 
thorizing said trustees to acquiesce 
in the sale of the facilities by Tri-City 
Utilities Company. 

It is therefore ordered by the Com- 
mission that the contract of July 15, 
1943, by and between the Tri-City 
Utilities Company, a Kentucky cor- 
poration, and the city of Jellico, a 
municipal corporation of the state of 
Tennessee, for the sale of the elec- 
tric distribution properties of said 
company to the said city of Jellico be 
and it hereby is approved. 

It is further ordered that when the 
petitioners hereto shall have filed in 
this proceeding a certified copy of an 
order of the United States district 
court for the southern district of New 
York authorizing the trustees of As- 
sociated Gas and Electric Corporation 
to acquiesce in said sale, a certificate 
be forwarded to the district attorney 
of the nineteenth judicial district 
of Tennessee withdrawing the in- 
formation related to said district at- 
torney and which is the basis of a 
suit filed in the chancery court of 
Campbell county under the style of 
State ex rel. Dunlap v. Tri-City Util- 
ities Co., and that the Commission 
consent to the entry. of a decree in 
said cause finally dismissing same, the 
costs to be taxed against the defend- 
ant. 


Order and Certificate 


The order of this Commission, is- 
sued in this proceeding on July 24, 
1943 (printed herewith) provided 
that, when the petitioners, Tri-City 
Utilities Company and city of Jellico, 


Tennessee, shall have filed in this pro- 
ceeding, Docket No. 2628, a certified 
copy of an order of the United States 
district court for the southern district 
of New York, authorizing the trus- 
tees of Associated Gas and Electric 
Corporation to acquiesce in the sale 
of the electric distribution properties 
of the Tri-City Utilities Company to 
the city of Jellico, a certificate of the 
Commission shall be forwarded to 
the district attorney of the nineteenth 
judicial district of Tennessee with- 
drawing the information heretofore 
related to him and which is the basis 
of a suit filed in the chancery court of 
Campbell county under the style of 
State ex rel. Dunlap v. Tri-City Util- 
ities Co. 

It was further provided in said or- 
der that, upon the filing of said cer- 
tified copy in said proceeding, the 
Railroad and Public Utilities Com- 
mission would formally consent to the 
entry of a decree in the cause of State 
ex rel. Dunlap v. Tri-City Utilities Co. 
finally dismissing the same, the costs 
thereof to be taxed against the de- 
fendant Tri-City Utilities Company. 

This is to certify that there has 
now been filed with this Commission 
in Docket No. 2628, in Re Tri-City 
Utilities Co. and city of Jellico, Ten- 
nessee, a certified copy of an order of 
the United States district court for 
the southern district of New York, 
entered in Docket No. 75635, in Re 
Associated Gas & E. Corp. the same 
being a proceeding pursuant to Chap. 
X of the Bankruptcy Act, and the 
date of said order being August 4, 
1943, under which order the trustees 
of Associated Gas and Electric Cor- 
poration are authorized to acquiesce 
in the sale of the properties and elec- 
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tric distribution facilities of the Tri- 
City Utilities Company to the city of 
Jellico. 

It is further certified that the Rail- 
road and Public Utilities Commis- 
sion, having heretofore found that 
the public will be served and the pub- 
lic will be benefited by the sale of 
said facilities, as hereinabove stated; 
and that the public will likewise be 
benefited by the withdrawal of the 


information heretofore related to the 
district attorney of the nineteenth ju- 
dicial district of Tennessee, does here- 
by formally consent to the entry of a 
decree in the cause of State ex rel, 
Dunlap v. Tri-City Utilities Co. now 
pending in the chancery court of 
Campbell County, Tennessee, finally 
dismissing the same, the costs to be 
taxed against the defendant, Tri-City 
Utilities Company. 





NEW YORK SUPREME COURT, APPELLATE DIVISION, 
THIRD DEPARTMENT 


Premium Ice Company, Incorporated 


Milo R. Malic et al. 


(266 App Div 455, 43 NY Supp(2d) 71.) 


Evidence, § 22 — Report of Commission investigator. 
1. Exclusion from evidence of a report made by investigators of the Com- 
mission, in a proceeding relating to rates for standby electric service, is not 
erroneous when the parties are permitted to call investigators who made the 
report to ascertain the facts, p. 184. 


Rates, § 645 — Scope of proceeding. 


2. The Commission, in determining the rates to which an electric utility is 
entitled for standby service to an ice company, is not required to broaden 
the scope of the hearing to include the reasonableness generally of utility 
rates, charges, rules, and regulations, p. 184. 


[June 30, 1943.] 


ROCEEDING to review Commission decision on rates of elec- 
Pic utility applicable to standby service furnished to ice com- 
pany; determination confirmed. For Commission decision, see 

(1942) 43 PUR(NS) 196. 


APPEARANCES: Saul Godwin, of 
New York city (Paul S. Lipson, of 
New York city, of counsel), for pe- 
tioner; Gay H. Brown, of Utica 
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(George H. Kenny, of Albany, of 
counsel), for Public Service Commis- 
sion); Whitman, Ransom, Coulson 
& Goetz, of New York city (Jacob H. 
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Goetz and Robert H. Miller, both of 
New York city, of counsel), for 
respondent electric companies. 
Before Hill, P. J., and Crapser, 
Bliss, Heffernan, and Schenck, JJ. 


Hi1, P. J.: Petitioner, a manu- 
facturer of ice in the borough of 
Manhattan, and a customer of 
respondent, Consolidated Edison 
Company of New York, Inc., asked 
in this proceeding, brought under 
Art. 78 of the Civil Practice Act, that 
this court annul as arbitrary and dis- 
criminatory a decision and determina- 
tion of respondent, the Public Serv- 
ice Commission, which canceled the 
rule and regulation filed by the Edi- 
son Company as a part of its rate 
schedule and substituted another rule 
and regulation. The controversy in- 
volves the rate which the Edison 


Company may charge for electrical 


energy in other than residential prem- 
ises which is reserve or auxiliary to 
equipment performing the same func- 
tion and which is so installed that it 
may be supplied with energy from 
another source whether electrically or 
mechanically produced. A “firm 
service rate” would be charged peti- 
tioner if all its compressors were 
operated by energy obtained from 
respondent, and under certain other 
conditions, not of importance on this 
review. The rate fixed by the rule 
has to do with the amount which may 
be charged for “segregated service” 
used by the consumer for “break 
down, reserve, or auxiliary purposes.” 
The testimony shows that the peti- 
tioner’s plant is equipped with four 
ammonia compressors, three driven 
by energy obtained from the Edison 
Company and the fourth by a Diesel 
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engine owned and operated by peti- 
tioner. All auxiliary equipment such 
as condensers, pumps, water pumps, 
cranes, etc., is electrically operated 
from the Edison Company’s service. 
The compressors feed into a common 
ammonia system. The relative work 
done by the Diesel and the electrically 
driven compressors varies in accord- 
ance with the amount of ice sold. In 
the winter time the Diesel driven com- 
pressor alone is operated except when 
it is necessary to use those electrically 
driven at periods when more than the 
usual amount of ice is required. 
Under this plan the electric company 
is required to have energy available 
at all times to take over the operation 
of the plant at full capacity, while for 
months it may be that no demand will 
be made for electrical energy, as all 
necessary power will be derived from 
the customer-operated Diesel engine. 

The Commission has determined 
the rate to which the utility is entitled 
for this standby service. Many fac- 
tors enter into the determination. 
This court is not equipped to evaluate 
the cost of the items except as indi- 
cated by the proof offered by the 
Commission. No evidence was of- 
fered by petitioner. 

Petitioner invited the Commission 
to broaden the scope of the hearing to 
include the reasonableness generally 
of the rates, charges, rules, and reg- 
ulations permitted the respondent 
Edison Company, and in connection 
therewith offered in evidence a re- 
port made by two employees of the 
Commission. It was excluded, the 
Commission ruling “that Mr. Regan 
and Mr. Nexsen may be called by any 
party to the proceeding to testify as 
to facts personally known to each of 
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them, but that they may not be called 
to give opinion testimony as to any 
matter to be determined by the Com- 
mission” and limited the scope of the 
hearing to the reasonableness of the 
rule and regulation first herein de- 
scribed. Some of the questions ad- 
dressed by counsel to the hearing 
commissioner would be unusual if 
addressed to a judge in a law court. 
These carried an innuendo, if not a 
direct suggestion, that the Commis- 
sion had considered as evidence a re- 
port or reports not in the record in 
formulating the rule. 

[1, 2] The legislature created the 
Public Service Commission, now one 
of the most ancient bodies having 
what is generally called bureaucratic 
powers, with two functions, inter alia 
— one quasi-judicial, wherein the 
members pass upon prices to be 
charged for utility service and the 
reasonableness of rules and regula- 
tions governing the sale and distribu- 
tion of items classified as public util- 
ities; in the other capacity it controls 
and directs a large number of persons 
working as engineers, inspectors and 
the like who, with or without a com- 
plaint to the Commission, investigate 
to ascertain what is fair between 
vendor and vendee in a field partic- 
ularly subject to monopolistic tend- 
encies. The courts have determined 
long since that such a union of in- 
quisitorial and judicial powers does 
not offend against the Constitution. 
Whether the combination is a happy 
one is open to question, but the ob- 
jections, if any there be to the general 
plan, should not be addressed to the 
courts but to the legislature. The 
Commission in this matter is acting 
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under the Public Service Law, subdiy, 
14, § 66. The proceeding could have 
been started by the Commission “up- 
on complaint or upon its own mo- 
tion.” If begun upon its own motion 
in a field so vast as the rules, regula- 
tions and rates of the utilities of the 
state, a preliminary investigation 
would be required and proper. In an 
entirely different field, but with some- 
what the same thought, a grand jury 
investigates prior to a trial, and the 
returning of an indictment raises no 
presumption. of guilt. There was no 
error in excluding the report of the 
two investigators, indeed it would be 
difficult to understand under what 
theory the hearsay statements and 
conclusions would be competent, and 
the ruling of the Commission earlier 
quoted gave to all the parties the 
privilege to call those who made the 
report to ascertain facts. The con- 
clusions to be drawn therefrom could 
have been developed by experts pri- 
vately employed by the litigating par- 
ties. The Commission is not bound 
by technical rules of evidence (§ 20, 
Public Service Law), but the ruling 
did not offend against such rules and 
further, it seems sensible and wise 
that the body which is to draw the 
decisive conclusions not resort to ex- 
pert evidence from its own staff. The 
petitioner herein is not aggrieved by 
the ruling. An inquiry as to the rates 
generally of this great utility would 
involve months of time and a stagger- 
ing amount of money for expenses. 
Unless good cause therefor was 
shown, certainly the Commission was 
not required to grant the request of a 
customer who disapproves of the 
classification in which he finds him- 
self. 
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Decision confirmed with $50 costs 
and disbursements. All concur. 


The decision should be confirmed, 
with $50 costs and disbursements. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Daley’s Blue Line Transfer Company 


[Assessment Docket No. 909.] 


Commissions, § 58 — Assessment against motor carrier — Basis for assessment. 


An objection to a Commission assessment against a motor carrier on the 
ground that it was based on the carrier’s annual report containing interstate 
as well as intrastate revenues was overruled, where the carrier had disre- 
garded the Commission’s request for a proper statement of its revenues 
upon which the assessment could be based and the Commission had been 
required to estimate revenues on the basis of revenues received by other 
utilities. 


Commissions, § 58 — Assessment against motor carrier — Basis. 

Statement, in dissenting opinion, that the Commission, in estimating motor 
carrier revenues for assessment purposes, is limited to an estimate of gross 
intrastate operating revenues and that reasonable diligence must be exer- 
cised in arriving at such estimates, p. 188. 

Commissions, § 58 — Assessment against motor carrier — Purpose of statute. 
Discussion, in dissenting opinion, of the purpose of the assessment pro- 
visions of the Public Utility Law, p. 189. 

Commissions, § 58 — Assessment against motor carriers — Guiding formula. 
Discussion, in dissenting opinion, of the legislative formula for the levying 
and collection of assessments for regulatory purposes, p. 189. 


(BucHanan, Commissioner, dissents.) 


[July 6, 1943.] 


Oo" JECTION to assessment against motor carrier for regulatory 
purposes; objection overruled. 


¥ 


By the Commission: Pursuant to 
the provisions of § 1201(c) of the 
Public Utility Law, the Commission, 
after notice to Daley’s Blue Line 
Transfer Co., scheduled a hearing on 
the objections filed to the 1939-40 gen- 
eral assessment, for April 29, 1943, 


after a previous hearing had been can- 
celed at the company’s request. 

The objector was given the oppor- 
tunity to appear and be heard with 
reference to the objections filed. The 
hearing was held as scheduled, and 
from the record in that proceeding, we 
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make the following findings of fact 
and conclusions of law: 

On May 5, 1936, certificate of pub- 
lic convenience numbered A. 26684, 
Folder No. 4, was issued to Albert J. 
and Elmer Daley, trading as Daley’s 
Blue Line Transfer Co. 

Rule 8 of General Order No. 29, 
adopted by the Commission April 11, 
1939, and effective July 1, 1939, re- 
quires under paragraph (a) “Every 
common carrier shall keep his or its 
books and accounts in accordance with 
such uniform system or systems as 
may be prescribed by the Commission, 
and shall file annual reports on the 
forms furnished and in the manner 
prescribed and file such other reports 
as the Commission may from time to 
time order and direct.” . 

Under this rule the Commission re- 
quires that a report of gross intrastate 
operating revenues, for assessment 


purposes, be filed for each and every 
calendar year, or part of such year, so 
long as a common carrier holds a cer- 


tificate of public convenience. On 
November 20, 1941, a report form for 


1939-40 and an instruction sheet was 


mailed to Daley’s Blue Line Transfer 
Co., at its last known address, 343 
South Empire street, Wilkes-Barre, 
Pa., with instructions that the report 
of revenues for 1939-40 must be filed 
with the Commission on or before 
March 31, 1942. This filing period 
was later extended to June 30, 1942, 
and still later extended to September 
5, 1942, when it was finally closed. 
Under an opinion of the Department 
of Justice, and later by an amendment 
of the law when such reports are not 
filed, the Commission is directed to 
estimate the gross intrastate operating 
revenue of the nonreporting utility. 
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On the failure of Daley’s Blue Line 
Transfer Co. to file this report for 
1939-40, its revenues were estimated 
as follows: 


$144,267 
166,113 


On January 12, 1943, under the 
provisions of § 1201(c) of the Public 
Utility Law, the Commission sent by 
registered mail to Daley’s Blue Line 
Transfer Co. a bill numbered CR. 
105139, in the amount of $882.74, 
covering its pro-rata share of the as- 
sessment of the Commission’s operat- 
ing expenses for the periods from 
January 1, 1939, to December 31, 
1939, and from January 1, 1940, to 
December 31, 1940, and on February 
1, 1943, or within fifteen days of the 
receipt of the assessment, the company 
filed objections, whereby it became en- 
titled to a hearing thereon. 

The basis of the objections filed was 
that the assessment was computed on 
the basis of the revenue shown in the 
objector’s annual reports; and _ that 
such revenue contained not only intra- 
state revenue, which is subject to as- 
sessment, but revenue from interstate 
hauling and from rigging work, nei- 
ther of which is subject to the Com- 
mission’s jurisdiction, and the revenue 
from which is not assessable. The ob- 
jector claims that its assessable intra- 
state gross operating revenues for 
1939 were $6,504 and for 1940 were 
$6,216. 

As will be observed from the fore- 
going recital, objector disregarded our 
request for a proper statement of reve- 
nues upon which its assessment could 
be based, and it was neecssary to esti- 
mate them. This estimate, together 
with reports received from utilities 
who met their obligations, and other 
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estimates for those who did not, 
formed the basis for the long and in- 
volved calculations which ultimately 
resulted in the amounts assessed to all 
utilities. It seems to us that it is with 
particularly ill grace that objector 
now, after the assessment has been 
made and the bills issued, claims that 
our estimate, which its neglect forced 
us to make, is erroneous. 


BUCHANAN, Commissioner, dissent- 
ing: The record in this case is scanty 
and somewhat confused. From it sev- 
eral clear facts are evident. 


1. Albert J. Daley and Elmer Daley, 
trading and doing business as Daley’s 
Blue Line Transfer (a partnership) 
hold a common carrier certificate at 
Docket A.26684, Folder 4, of the 
Pennsylvania Public Utility Commis- 
sion for intrastate trucking operations 
but they have no interstate rights. 


2. Daley’s Blue Line Transfer 
Company (a corporation) holds an In- 
terstate Commerce Commission com- 
mon carrier certificate for interstate 
operations, but has no intrastate rights. 


3. Daley’s Blue Line Transfer (the 
partnership) allegedly failed to file 
with the Pennsylvania Commission a 
report of its gross intrastate operating 
revenues for the years 1939 and 1940, 
for assessment purposes under § 1201 
of the Public Utility Law as amended 
(1941 P. L. 280), although allegedly 
requested to do so by the Commission 
under date of November 20, 1941, 


which refusal or neglect was, accord- 
ing to the majority opinion, in viola- 
tion of Rule 8 of General Order No. 
29, Revised. For the purpose of this 
opinion, it will be considered that 
notice was given to and received by 
objectors and they neglected to reply 
although such matters are irrelevant 
and immaterial to the issue. 

4. Although the 1939 annual report 
of the partnership, the intrastate oper- 
ator clearly indicated on its face? that 
it covered both interstate and intrastate 
operations, and, although the 1940 re- 
port was filed by the corporation, 
which is not subject to P.U.C. juris- 
diction, and otherwise indicated on its 
face® that it included interstate reve- 
nues, the Commission accepted the 
gross combined interstate and intra- 
state operating revenue figures therein 
set forth (1939—$144,267 and 1940 
—$166,113) as an estimate of the 
gross intrastate operating revenue 
specified as the basis for assessment 
in § 1201(b) of the Public Utility Law 
and on January 12, 1943, levied an 
assessment, based thereon, for the two 
years in a total amount of $882.74. 

5. Pursuant to statutory provisions 
of § 1201(c), within fifteen days after 
receipt of notice of the assessment and 
the amount thereof, objections were 
filed setting forth reasons why such 
assessment was considered to be er- 
roneous, excessive, unlawful, and in- 
valid, as follows: 


a. “Your assessment was apparent- 





1The 1939 report on page 309, Account 
5300, Schedule No. 344, covering “Operating 
Rent” sets forth rentals paid during 1939 for 
Receiving Terminals, Offices and Sleeping 
Rooms for Road Drivers in Hoboken, New 
Jersey and New York City; and on page 506 
at Schedule 552, covering “Commodities Car- 
ried during the Year,” it is stated “General 


187 


Commodities & HH Gd’s (household goods) 
in Pennsylvania and General Commodities & 
HH Gd’s interstate between New York city 
and Wilkes-Barre, Pa.” 

21940 annual report shows no return for 
partnership page 229, Account 2810, Schedule 
282, but shows the interstate rentals of the 
1939 report (supra) on page 309. 
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ly made on the gross receipts shown 
on our annual revenue report.” 

b. “In the year of 1940 the gross 
income of intrastate trucking amount- 
ed to $6,216.” 

c. “In the year of 1939 the intra- 
state Pennsylvania trucking revenue 
amounted to $6,504.” 

By application of the statutory for- 
mula to objectors gross intrastate 
operating revenue figures as submitted 
and by a simple.mathematical calcula- 
tion, there would result a reduction in 
the assessment from $882.74 to 


$36.83, amounting to $845.91 for the 
two years, a substantial amount. 


6. The Commission after notice to 
the objector held a hearing at Harris- 
burg on April 29, 1943, at which testi- 
mony was taken on the part of the ob- 
jector which completely substantiated 
the objections as filed. No testimony 
was offered on the part of the Commis- 
sion nor was that of the objector dis- 
puted in any way. 

With these facts and upon the clos- 
ing of the testimony, the only issue be- 
fore the Commission was the reasona- 
bleness and correctness of the assess- 
ments. The burden of proof under 
§ 1201 of the Public Utility Law was 
upon the objector, and the determina- 
tion of the costs and assessments by 
the Commission and the records and 
data upon which they are made, had to 
be considered prima facie correct. 


Even though the basis of the Com- 
mission estimates were the annual re- 
ports, which must be considered prima 
facie correct, nevertheless on the face 
of them it is evident (supra) that in- 
terstate revenues were included in the 
gross revenue figure and the estimates 
must fall of their own weight because 


the Commission ts limited to a consid- 
eration of intrastate revenues only, 

During the discussion of the case 
and in defense of the Commission’s 
estimate, it was contended that, under 
the amendment of 1941 to § 1201 
(1941 P.L. 280, Par. 1:°6 PS 
1461), the Commission could “pick 
out of the blue sky any estimate of in- 
trastate revenues” and upon that “blue 
sky” estimate the assessment could be 
levied and collected. 

Such position is neither the law nor 
the fact. The estimate which the 
Commission is compelled to make is 
limited to an estimate of “gross intra- 
state operating revenues” and reasona- 
ble diligence must be exercised in ar- 
riving at such estimate. Where it 
clearly appears, as here, that the esti- 
mates include interstate revenues, such 
estimates do not comply with the law 
and must be rejected, else the Commis- 
sion substitutes its arbitrary, adminis- 
trative judgment for the orderly and 
equitable procedure established by law. 
Such arbitrary action is as intolerable 
and foreign to our democratic process 
as the infamous sneak attack at Pearl 
Harbor. One was _ accomplished 
through the restraints imposed by 
peace and the other would’ be accom- 
plished through the statutory restraint 
imposed against immediate judicial re- 
view. 

Simply because the statute post- 
pones the judicial review to some in- 
definite future, any deliberate abuse of 
statutory requirements which compels 
lengthy litigation in order to achieve 
justice, such as “blue sky” estimates, 
must be likened to the ruthless and un- 
conscionable exercise of brute strength 
and wanton lust which dictated the in- 
vasion of Poland, Czecho-Slovakia, 
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Greece, China, Russia, the Philippines, 
et al., and retribution is just as inevit- 
able. 

The testimony shows that the great- 
er part of the combined businesses of 
the partnership and corporation is in- 
terstate and that revenues of both were 
included in the annual reports. Not 
only does the Commission estimates 
of gross intrastate operating revenues 
fall of their own weight, but also, the 
actual revenues of the statutory re- 
quirement are established beyond dits- 
pute by testimony of objector’s witness 
since it was received without objection 
and was not contradicted. 


The majority order does not reject 


this testimony. Indeed it makes no 
finding sustaining the correctness nor 
reasonableness either of its own com- 
putation or that of the objector’s in- 
stead it merely states that the objector 
had failed or neglected to file a state- 
ment of its 1939 and 1940 gross intra- 
state operating revenues which was not 
in issue and implies that the annual re- 
port figures are conclusive of such rev- 
enues by the mere filing thereof. The 
order, directing payment of the assess- 
ment as originally levied in the amount 
of $882.74 and rejecting the offer of 
objector to pay the correct amount of 
$36.83, in effect states that the amount 
to be paid is a penalty for failure to 
file one report and the improper filing 
of another, not an assessment “for the 
reasonable cost of regulating the re- 
spective groups.” 


The intent of the legislature in en- 
acting the assessment provisions of the 
Public Utility Law is clearly expressed 


in § 1201(f) thereof. The object is 
to apportion equitably the reasonable 
cost of regulation, not to penalize. 
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The legislature enacted Art. XIII and 
particularly § 1301 thereof for such 
purposes and in so doing established 
adequate procedure and specific penal- 
ties against utilities and their officers 
and employees for violations of the law 
or the regulations or final orders of the 
Commission. But it did not intend 
that the purposes for which Art. XII 
was enacted, “Assessments,” would 
ever be substituted for the purposes of 
Art. XIII “Penalties.” 


The question of whether objectors 
failed to file or filed improperly reports 
in violation of Rule 8 of General Order 
No. 29, Revised, turns on an entirely 
different set of facts than those ad- 
missible in the present proceeding, and 
involves an entirely different type of 
proceeding, evidence, decision, and 
judicial review than here. 

Penalties may be imposed only after 
complaint and notice of the specific 
violation complained of, and after 
opportunity to be heard, with immedi- 
ate right of appeal from arbitrary or 
capricious judgment. But as to as- 
sessments, the law prohibits any re- 
dress by way of judicial review until 
the amount determined by the Com- 
mission as the reasonable and correct 
assessment has been paid, because of 
the nature of the issue. The legisla- 
ture certainly never contemplated any 
confusion of the two sections or it 
would have established like procedure 
for immediate judicial review to pro- 
tect against arbitrary, bureaucratic 
abuse as is present here. 

The legislative formula for the levy- 
ing and collection of assessments for 
regulatory purposes is so simple and 
direct that it seems almost impossible 
to get so far away from it as the ma- 
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jority have in the instant case. It is as 
follows : 

Every public utility is required un- 
der § 1201 to file, by March 31st of the 
year following the calendar year for 
which the assessment is to be levied, a 
statement of the “gross intrastate op- 
erating revenues” for the year to be 
assessed.2 Upon failure to file such 
return the public utility promptly be- 
comes subject to two other provisions 
of the law: First, an estimate by the 
Commission of the gross intrastate op- 
erating revenues under § 1201 (b) ; sec- 
ond, an action under § 1301 to inflict 
penalties for failure to file properly 
such report. By either method, the 
public utility is given an opportunity 
to be heard and to contest each matter, 
a basic constitutional right of due 
process. But the nature of the con- 


test is different at each hearing. So 
far as imposing penalties is concerned 


any plausible excuse may be the basis 
for avoiding them and the gamut of 
excuses is almost without limit. In the 
matter of assessments, however, the 
scope of the testimony and determina- 
tion of the Commission are limited to 
practically two questions: 

1, What are the gross intrastate op- 
erating revenues? 

2. What is the mathematical result 
of the application of the statutory 
formula thereto? 

In this case while the testimony of 
objectors is clear, precise and uncon- 
tradicted on the two questions, the 
Commission makes no determination 
of the first issue and consequently the 





8In this case, this provision did not even 
apply, because it became a requirement by 
amendment of July 8, 1941, P.L. 280, whereas 
the years in question here are 1939 and 1940. 
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mathematical computation in the sec- 
ond issue is without basis in fact. 
Such arbitrary action entitles the Com- 
mission to all of the innuendos and 
aspersions commonly attached to the 
appellation, “bureaucrats,” but to none 
of its virtues, 

On the basis of the record, I am 
forced to the following conclusions: 

1. The gross intrastate operating 
revenues of Daley’s Blue Line Trans- 
fer (a partnership), the common car- 
rier certificated by this Commission, 
for the calendar years 1939 and 1940: 
subject to assessment are, respectively, 
$6,504 and $6,216. 

2. The Commission estimates of 
such revenues of $144,267 for 1939 
and $166,113 for 1940 include for the 
greater part thereof, interstate reve- 
nues of Daley’s Blue Line Transfer 
Company (a corporation) not subject 
to this Commission’s jurisdiction. 

3. That the mathematical calcula- 
tion of the proportion of Daley’s Blue 
Line Transfer’s gross intrastate op- 
erating revenues to the total of the 
motor carrier group for the years 1939 
and 1940 results in assessments of 
$22.36 and $14.47, respectively, or a 
total for the two years of $36.83 as 
opposed to $882.74 as levied by the 
Commission, a difference of $845.91. 
The factor used is .0034377648. 

4. On the record and testimony in 
this case, the estimates by the Com- 
mission of gross intrastate operating 
revenues under § 1201(b) of the Pub- 
lic Utility Law were capricious, ar- 
bitrary, and unlawful. Such estimates 
must be reasonable and correct and re- 
sult from a reasonably diligent effort 
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to ascertain actual revenues regardless 
of the amount of work involved. 

5. Whether or not a report by ob- 
jector was filed under Rule 8 of Gen- 
eral Order No. 29, Revised, or the an- 
nual reports were filed improperly, are 
immaterial and irrelevant to the de- 
temination of the reasonableness and 
correctness of the assessment. 

6. For the Commission to wilfully, 
deliberately, and knowingly levy a 
grossly excessive and exorbitant as- 
sessment ostensibly for regulatory ex- 
penses but also to punish objectors for 
violation of Commission regulations 
and orders, is reprehensible and unlaw- 
ful. To inflict penalties, the Commis- 
sion must meet the constitutional re- 
quirement of due process, particularly 
that of specific notice to the offender 
of the particular thing complained of 
with an opportunity to be heard and 


defend against such complaints. 

7. The effect of the adjustment of 
this particular assessment to the total 
for the group is irrelevant and imma- 


terial to the issue. The intent of the 
legislature and the effect of its legisla- 
tion is to make certain that no member 
of a group shall be overassessed and 


that each shall bear his equitable pro- 
portion of the whole expense of the 
group. Furthermore by reducing the 
assessment to equalize the burden of 
this objector no problem is presented 
as to the balance remaining to be 
charged back to the motor carrier 
group. Such balance can be charged 
off either to the general appropriation 
or, carried over to the following year 
or next assessment. While I am sym- 
pathetic with the Commission staff in 
the additional burden placed on it by 
the neglect or failure of public utilities 
to observe Commission regulations, it 
must be remembered that such prac- 
tices will always be present and the 
only method by which they can be kept 
at a minimum is by using the penalty 
section of the Public Utility Law more 
often, against the big as well as the 
little fellow. Enforcement of the law 
can never be accomplished by arbi- 
trary, capricious, and unjust adminis- 
tration of it. 

8. The Commission should request 
the legislature for a specific appropria- 
tion in the next biennium to meet the 
inevitable refund which must result 
from court order on final hearing in 
this matter. 
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City of Pittsburgh 


Duquesne Light Company 


[Complaint Docket No. 13683.] 


Rates, § 78 — Jurisdiction of Commission — Service to municipality. 
The Commission has jurisdiction over the reasonableness and application of 
rates for electric service to municipally owned facilities. 


(Sicctns, C., dissents.) 
[August 17, 1943.] 


ETITION to dismiss proceeding relating to rates for electric 
F piece to municipally owned facilities; petition dented. 


By the Commission: This proceed- 
ing was initiated by a petition for es- 
tablishment of rates covering electric 
service to municipally owned facilities 
on certain bridges, viaducts, and high- 
way projects in the city of Pittsburgh. 
Duquesne Light Company has filed a 
demurrer and petition to dismiss, and 
both parties have submitted briefs 
thereon. 

Various issues are discussed in the 
briefs of the parties, but the funda- 
mental issue appears to be whether or 
not a municipality is entitled to a lower 
rate for municipal lighting by rea- 
son of its ownership and maintenance 
of the lighting facilities. Respondent 
now has on file rates covering munici- 
pal lighting service to certain mu- 
nicipally owned facilities (Tariff Elec- 
tric No. 9, Supplement No. 11, Rate 
“S”), and we understand the city to 
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assert that the rates are unreasonable 
because they give no credit for city 
ownership or maintenance, being the 
same whether the utility or the city 
installs, owns, or maintains the facili- 
ties. Determination of the issue of 
reasonableness of existing rates either 
in amount or application is a matter 
fully within our jurisdiction; there- 
fore, 


Now, to wit, August 17, 1943, it is 
ordered: 

1. The demurrer and petition to 
dismiss filed by Duquesne Light Com- 
pany, respondent, are denied. 

2. Respondent shall file its answer 
on the merits within fifteen days after 
service upon it of this order. 

3. The case shall be scheduled for 
hearing in due course. 

The Chairman voted in the nega- 
tive. 





= SS ee SU ae. ee 


November 11, 1943 Public Utilities Fortnightly 





epair! 


Quite a number ... but in the light of the 
revenue that it will return to the Water Com- 
pany, a Meter Testing Program can easily be 
one of the most profitable. It will require the 
least amount of capital expenditure, there is 
plenty of experience on which to draw for in- 
formation and it can be put into action quickly. 


Trident representatives will be glad to help 
you make your plans now and, when the time 
comes, to assist in carrying them out. As a 
matter of fact, it would even pay you to get 
started immediately, considering that the re- 
sult of the savings would definitely benefit 
the war effort. 





NEPTUNE METER COMPANY ¢ 50 West 50th Street ¢ New York 20, N. Y. 


Branch Offices in CHICAGO, SAN FRANCISCO, LOS ANGELES, PORTLAND, ORE., 
DENVER, DALLAS, KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 
15 Neptune Meters, Ltd., Long Branch, Ont., Canada 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





. 


ay, Industrial Progress 


a Selected information about products, supplies and 


services offered 


by manufacturers. Also announce- 


ments of new literature and changes in personnel. 


Equipment Notes 


New Buoyancy-type Instrument 

With the announcement of its new Level- 
Buoy, the Taylor Instrument Companies of 
Rochester, N. Y., adds to its line a buoyancy- 
type instrument which both controls and indi- 
cates liquid level. The new instrument employs 
the Taylor Fulscope control mechanism with 
either completely adjustable sensitivity for 
smooth throttling level control, or automatic 
reset for averaging of liquid level with a mini- 
mum disturbance to the process. 


Controls and Indicates Liquid Level 


A torque tube transmits the level changes to 
the instrument mechanism, This eliminates a 
stuffing box with its need for lubrication or 
packing and gives a closed system which elimi- 
nates leakage. The torque tube is interchange- 
able with the ones used in the Taylor Aneriod 
Manometer which is a real advantage to in- 
strument users in minimizing inventories of 
spare parts. There are no internal pivots to 
cause friction or wear. 

The Level-Buoy handles liquids with specific 
gravities between .2 and 2.0. It is available in 
14 in., 32 in., 60 in., 72 in., and 120 in. ranges. 





“MASTER*LIGHTS" 


© Portable Battery Hand Lights. 
® Repair Car Roof Searchlights. 


co. 
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© Hospital Emergency Lights. 





CARPENTER MFG. 
NOV. 11, 1943 


Master Control Switch for Heavy Duty Service 


A new master control switch for heavy-duty 
service is announced by the General Electric 
Company. Designated Type SB-9, it is for use 
wherever repetitive operations of electrically 
operated devices run into many thousands per 
week. 

The new switch can be mounted on panels 
varying in thickness from 4 in. to 2 in. It is 
rated at 600 volts, 20 amperes continuous, or 
250 amperes for three seconds. Its interrupting 
rating is dependent upon the voltage and 
character of the circuit, and upon the number 
of contacts arranged in series. A table of in- 
terrupting ratings, as well as a detailed de- 
scription of the Type SB-9 switch and its 
features, is contained in Bulletin GEA-4114, 
available on request to General Electric, 
Schenectady, New York. 


¥ 
Catalogs and Bulletins 


American-Marietta Issues New Catalog 

The Valdura line of heavy duty indus- 
trial maintenance paints are now listed in the 
new catalog just issued by the American- 
Marietta Company, 43 E. Ohio Street, Chi- 
ca 


go. 

Fully illustrated, the catalog provides ap- 

plication suggestions, product descriptions and 

technical data in complete detail. Attractively 

as in two colors, it is easily handled and 
ed. 


Proportioning Equipment Described 


The Cochrane Corporation, 17th and Alle- 
gheny Avenue, Philadelphia 32, Pa., announces 
the publication of Cochrane Publication 
2985-A which describes a simple, but accurate, 
method of proportioning sulphuric acid to 
water supplies. 

The publication may be had upon request to 
the Cochrane Corporation. 


Pressure-Treated Wood Booklet 


Uses of pressure-treated lumber in the util- 
ity field comprise one section of a new book 
on preserved wood just issued by Koppers 
Company, Wood Preserving division, which 
is offered as a guide in material selection for 
utility engineers, contractors and maintenance 
superintendents. 

A special section of the book, “Economical 
and Permanent Construction with Pressure- 
Treated Wood,” explains the several processes 
by which lumber is treated to protect it against 
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DAVEY TREE TRIMMING SERVICE 


1846 1923 


JOHN DAVEY 


Founder of Tree Surgery 


Tailored Trees 


Davey men know the ins and outs 
of top-clearance, side-clearance, 
drop-crotching and all the rest. 
lf you want some special type of 
trimming, they can do it expertly. 
Try Davey service. 


Tree interference may aid the Axis 


DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 




















Maximum HS 
removal per Ib. 
of Oxidel 


. @ Lavino Activated Oxide is 

made specifically for maximum sulphur re- 
moval ..is not just a ‘‘satisfactory” purifying 
medium merely by virtue of incidental 
properties, but is made especially for maximum 
capacity and activity, maximum trace removal 
and shock resistance. As such, we do not believe 
you will find Lavino Activated Oxide has 
any close rival — comparing cost, comparing 
performance and comparing savings. 


We'll be glad to tell youall about its remarkable 

record; just write a note on your letterhead to 

E. J. Lavino and Company 
TY aawo~N 1528 Walnut Sr. 
ACTIVATED” Wadi at 


WN, 
carr > | +” Penna. 





SATISFY 
YOURSELF... 


C2/7F seems to freeze fire with a chilling blanket 
of carbon dioxide. It is safe and efficient on all fires 
including electrical, oil, gasoline, and chemical. 
G2D/7F \eaves no after-fire mess. Carbon dioxide is 
a vapor, odorless, tasteless, harmless. It is equally 
effective in hot weather and at sub-zero tempera- 
tures, 

G2/Feg is a product of The General Detroit Corp., 
manufacturers of chemical fire extinguishers and 
allied apparatus since 1905 — producers of S.O.S. 
Fire Guard, Alaskan, Floafome, and other famous 
brands. General Detroit's known record in quality 
mass production is your assurance of prompt deliv- 
ery for essential requirements. 


**Fire Protection is Victory Effort” 


THE GENERAL [ETROIT CORP 


Former Name The General Fire Truck Corp. 
NEW YORK DETROIT CHICAGO 


West Coast Affiliate: The General Pacific 
Corp., Seattle, Los Angeles,- San Francisco. 
Distrib in all principal cities. 











THE GENERAL DETROIT CORP. 
2228 East Jefferson, Detroit, Mich. 


Please rush details on G:2)/Fog and others 
in your complete line of fire extinguishers. 


Title. 

















Tear ovt this simplified coupon and attach to your letterhead. 
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Why dig through a 
PILE 
of Catalogs? 


Find the 
Fitting 
vou need, 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large range of conductor’ sizes; 
with 1, 2, 3, 4 or more bolts. 


L-M Elbows, with compression units 

giving a dependable grip on both con- 

ductors. Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 


Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 

Vi-Tite Terminals for quick 

installation and easy taping. 

Also sleeve type terminals, 

screw type, shrink fit, etc. etc. 


SS 

Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also- split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


TTA TIL 


CONDUC TOR FITTINGS 








Catalogs & Bulletins (Cont'd) 


decay, marine borers, termites, acids and fire, 

Pictured are a number of typical installa. 
tions in the utility field, including pressure. 
creosoted transformer stations, and telephone 
and telegraph lines for over-water and land 
lines. There also is a reference list of recom. 
mended uses of pressure-treated lumber in the 
utility and other fields. 

“Less power is lost, ‘flash-over’ is redu 
and there is less accident hazard,” the publica. 
tion states, “where creosote-pressure-treated 
poles are used for electric lines, because the 
creosote maintains the poles’ resistance to water 
absorption in wet weather.” 

A copy of the book may be obtained by 
writing to Koppers Company, Wood Presery- 
ing division, Pittsburgh. 


Pipe and Tube Bending Handbook 


The Copper & Brass Research Association 
announces the publication of a new and com- 
plete treatise showing methods and devices for 
bending pipes and tubes of copper and its 
alloys. This book contains 80 pages of text 
with 113 figures and illustrations including 35 
full pages of unit weights of tubes of differ- 
ent alloys with varying diameters, wall thick- 
nesses and shape, as well as pertinent infor- 
mation on the chemical and physical proper- 
ties of such pipe material. 

Copies of this treatise may be obtained from 
the —— 420 Lexington Avenue, New 
York 17, N. 


G-E Issues New Bulletin 


Electronic heaters for heating metals are 
featured in a new, illustrated 8-page bulletin 
(GEA-4076) recently issued by the General 
Electric Company. 

The publication describes the electronic 
method of heating metals, emphasizes its sim- 
plicity, and gives in detail the specifications of 
both the 5-kilowatt and the 15-kilowatt, 550- 
kilocycle electronic heaters. 

Also included in the bulletin are illustrations 
of many important small parts which may be 
brazed, soldered, or surface hardened by elec- 
tronic heating. 


¥ 


Manufacturers’ Notes 


Joseph B. Grinnell Joins 
Cochrane Steam Specialty Co. 


Cochrane Steam Specialty Company, 80 
Federal Street, Boston, Mass., announces the 
addition of Joseph B. Grinnell to their organ- 
ization. 

Mr. Grinnell is a former associate of The 
Whitty Manufacturing Co., manufacturers of 
domestic and industrial stokers, and has also 
been connected with the electrical staff of one 
“i by large Army installations in New Eng- 
and. 

The Cochrane Steam Specialty Company 
represents in New England the Cochrane Cor- 
poration, the Hays Corporation, the Reliance 
Gauge Column Company, the Northern Equip- 
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GAS FOR THE ESSENTIAL FOOD INDUSTRY 


Measured 1, fe) oe eS 








Nordstrom Valve « : 
gos consticgs by a large Suiithern 


Steel Meters wanitelded 
Two EMCO No. 5 Frasans Ste Peele 


a 








;edicted that food will win the war— ; - Qe E re] U I R E D 
cel Packing rocessing 
ite th ce! Packing houses and cannes aré now p 
ix quae of foodstaffs that will be used to feed naga READIN G 
armed forces and the peoples and armies of our Allies. Yes, . LL 
preservation has entered the war. With our huge available resei 
voir of natural resources, it will become increasingly important as 


global serategy is unfolded. ee -- IT’S FREE—yours for the asking! 
: ient, economical fuel, is aiding im- This 80-page manual, profusely 

Gas, the sere convenes of food packing. In order tha illustrated, describes in detail the 
Pape . peat ed ad actions’ to the best advantage, it must propes im and ge proce- 
he dolivesadl trai burners at a constant pressure and accurately onclad Meters. Und oncey 


: . es Ironclad Meters. Under present day 
~ measured, EMCO Meters and Regulators have been installed by conditions this book £ seman) 


many utilities on lines serving the food packing intone — reading for everyone concerned 


; - : with the measurement of gas. 
accomplish che Pryor. Write for your copy today. 


BACK THE ATTACK WITH WAR BONDS 


v rer. vi Agr ent 
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Manufacturers’ Notes (Cont'd) 

ment Company, The Roto Company, the 
Wheelco Instruments Company, the Buffalo 
Meter Company, the American Arch Com- 
pany, the Taylor Instrument Company, the 
Vulcan Soot Blower Corporation, and the 
Fairfield Engineering Company. 


Organizational Changes Announced 
By Copperweld Steel 


In recent organizational changes, the Cop- 
perweld Steel Company, Glassport, Pa., an- 
nounced the appointment of Wm. W. Ege as 
general manager of sales succeeding W. J. 
Mcllvane, now executive vice president. Mr. 
Ege was formerly western sales manager with 
headquarters at Chicago. 

Paul Van Wagner, at present vice president 
in charge of export sales, is succeeded by 
Henry Oberle, who assumed the duties of 
eastern sales manager. Prior to his recent ap- 
pointment, Mr. Oberle was with the Queens- 
borough Gas and Electric Company. 

P. A. Terrell left the Washington Office to 
take up his new duties as assistant to the 
executive vice president in Glassport. 

Erich G. Elg was assigned to the position of 
western sales manager, succeeding Mr. Ege. 


Range Questionnaire 


A questionnaire prepared by the General 





DICKE TOOL COMPANY 
DOWNERS GROVE, ILL. 


Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 











Electric Company’s Consumers Institute con- 
cerning the kind of postwar range they want 
has been mailed to 25,000 families, according 
to C. A. Brewer, manager of Distribution Ser- 
vices of General Electric’s Appliance and Mer- 
chandise Department. 

The questionnaire is in the form of a two- 
color booklet and allows the future buyers to 
determine just what type of a postwar range 
will be manufactured. 


“Squeez-Grip” Adopted by United States 
Navy Bureau of Ships 


The “Squeez-Grip” type valve for hand- 
type carbon dioxide fire extinguishers, orig- 
inated and developed by the C-O-Two Fire 
Equipment Company, Newark, N. J., has been 
adopted as standard by the U. S. Navy Bureau 
of Ships, acording to an announcement cur- 
rently released by the C-O-Two Company. 

(Continued on page 42) 





Kye 
MODERN ™ 


TA: 
ETERING 


THE cooperation of the electric utility 


istry with the watthour meter manufacturers 


irements. 


Thanks to this scene 


SANGAMO ELECTRIC COMPANY 


ot (toe 
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WASTE 5 


ARE YOU DOING ALL 
YOU CAN TO AVOID 
IT IN YOUR BOILER 
PLANT? 


Fuel is a vital weapon of war. It is 
imperative that boiler plants fired 
with fuel oil, transfer every last heat 
unit to useful power or heat. 

To make sure that your heat or 
power plant is delivering all the 
steam of which it is capable with the 
least possible fuel consumption . ie 
check your operation against the ten 
points listed opposite. 


TODD SHIPYARDS CORP. 
TODD COMBUSTION DIVISION 
60! West 26th Street, New York I,N.Y. 


NEW YORK MOBILE NEW ORLEANS GALVESTON 
SEATTLE BUENOS AIRES LONDON 


ABOTAGE/ 


¥ All mechanical parts of burners 

should be kept clean and in good 
operating condition. Worn parts should be 
promptly replaced. Keeping equipment in 
good condition will save you many times 
over the cost of replacements. 


7 Temperature of oll supplied to burners 

should be watched carefully. Bunker 
“C” or No. 6 oil should be supplied to burners 
at a viscosity of 150 SSU for best atomization. 


wy Atomizers should be properly ad- 
justed for best position with relation 
to air register throat. 


¥ No more air than is absolutely nec- 

essary for complete combustion of 
the fuel without objectionable smoke should 
ever be supplied to the burners. If at all pos- 
sible a recording fluve-gas analyzer should 
be installed. If a recording analyzer is not 
installed, frequent analysis of combustion 
gases should be made with a hand analyzer. 


yf The fire side and water side of boiler 
surfaces should be kept clean, as 
soot on the first and scale on the second will 
reduce boiler efficiency. A definite schedule 
for cleaning tubes should be established. 


» Uptake gas temperature should be 

checked against boiler manufac- 
turer's guarantees. Too high a temperature 
in the uptake is usually an indication of a 
dirty boiler. 











Boiler baffies should be maintained 

in good condition. Leakage through 
baffles will allow partial short-circuiting 
of the gases, which will also cause a high 
exit gas temperature. 


Boiler settings, tube doors, explosion 

doors and boiler entrance doors 
should be kept airtight. Infiltration of air 
through any of these parts causes a serious 
loss in efficiency. 


¥ Test checks should be made fre- 
quently on the overall efficiency of 
the boiler plant. 


Auxiliary equipment such as feed 
water heaters, pumps, etc., should be 
maintained in the best possible condition. 


> Toop BURNERS * * ON THE FIRING LINE OF AMERICA’S WAR PRODUCTION FRONT 
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FRITHOUGHT THIS ONE UP 


)This bus duct, a wartime product of a 
leading electrical goods manufacturer, 
saves bus bar material by permitting 
heat to be dissipated faster; smaller 
bus cross sections can be employed 
or equal ratings. And it saves on the 
housing material by using perforated 
Guetal instead of solid sheet. 

This is an excellent example of 
Avhat we mean by Imagineering. Some 
| engineer departed from standard 
Phannels of thinking, and produced 
#: “substitute” which may have its 
Ieffect on future construction. 

Now, when postwar designers say, 


@ Make both the bus bar and the 


housing of Alcoa Aluminum,” that 
will be plain, good Engineering. The 
weight savings effected by build- 
ing with aluminum means less bur- 
den to be carried by supports. 
Aluminum bus bars have ample 
current-carrying capacity and alumi- 
num housings provide additional 
electrical advantages. 

Prewar power lines of A.C.S.R., 
Alcoa Aluminum bus bars and hous- 
ings, are serving thousands of war 
industries—visible evidence that it 
pays to Imagineer with aluminum. 
ALUMINUM COMPANY OF AMERICA, 
2134 Gulf Bldg., Pittsburgh, Penna. 


ALUMINUM CABLE STEEL REINFORCED 
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SO MUCH 


FOR 


SO LEPTLE 
d ABU 


PAPERS made from 100 new white 
cotton cuttings save critical war mate 

rials. Yet the most durable L. L. Brown 
ledgers®, instead of ordinary papers 
add less than 1% to accounting costs 
but guarantee 100 protection—utmost 
resistance to wear. Ask your printer for 


samples of the following 


LE.BROWA 


RECORD PAPERS 


100% New Rag Fibres 
*L L. BROWN'S LINEN LEDGER 
JVANCE LINEN LEDGER 
FORWARD LINEN LEOGER 
85 New Rag Fibres 
tcl. BROWNS “FING 
15% New Rag Fibres 
GREYLOCK LINEN LEDGER 
50% New Rag Fibres 
ESCORT LEDGER & MACHINE POSTING 


* Permanent Grades New White Rag 


GS 
jee 
ae Are 


L. L. BROWN @ sr PAPER CO. 


<j) 
ADAMS vy ly MASS 
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The valve has also passed tests of the U. S. 
Bureau of Standards and is on the approved 
listing of the Coast Guard Merchant Marine 
Committee for use on passenger and cargo 
vessels in accordance with U. S. Senate Re. 
port No. 184. 


Plans Underway for Increased 
CP Gas Range Promotion 


Plans for increased promotion of Certified 
Performance Gas Ranges in 1944 to assist gas 
utilities and dealers to build postwar business 
were announced by Lloyd C. Ginn, chairman 
of the CP Sales Management Committee of the 
Association of Gas Appliance and Equipment 
Manufacturers, at the American Gas Associ- 
ation annual convention in St. Louis. The 1944 
program will include trade paper promotion, 
a nation-wide newspaper campaign, direct mail 
and point of sale material aimed to assist 
dealers and gas utilities obtain advance orders 
for postwar deliveries. 

Results of the 1943 program were gratify- 
ing, Mr. Ginn reported. Mats supplied to deal- 
ers and gas utilities appeared in more than 889 
newspapers in thirty-eight states with an esti- 
mated total circulation of twenty million. 

Unique in the home appliance field, gas 
ranges carrying the CP seal, are made to meet 
uniform high cooking performance standards 
set by home service directors and engineers 
of gas range manufacturers and the American 
Gas Association Specifications for postwar 
CP gas ranges were discussed by the CP 
manufacturers in St. Louis. 


Double Home Consumption of Electricity 
Forecast after War 


Home consumption of electrical power likely 
will at least double its present rate during the 
postwar era, according to a housing executive 
of the Westinghouse Electric and Manufac- 
turing Company. 

This is indicated because of the flexibility, 
low cost and certain abundance of electricity 
for home uses and the fact that new homes will 
be completely electrical, Irving W. Clark, 
manager of the Westinghouse Better Homes 
Department, said in a speech to the Missouri 
Valley Power Association meeting at Kansas 
City, Mo. 

It is reasonable to project that the national 
average annual kilowatt hour consumption of 
electrical energy, per family unit, may increase 
as much as 2 or 2% times its present rate, ac- 
cording to Mr. Clark. 


T. O. Eaton Appointed Sales Manager 

T. O. Eaton has been appointed manager 
sales, power transformer section, at General 
Electric’s Pittsfield Works, according to an 
announcement by L. R. Brown, manager of 
the transformer division, central station di- 
visions. 

E. D. Monk, Mr. Eaton’s predecessor, who 
has been with the company 34 years, will con- 
tinue as a member of the section for consulta. 
tion and special duties. 
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CRESFLEX NON-METALLIC SHEATHED CABLE - SERVICE ENTRANCE CABLE - MAGNET WIRE - BARE WIRE 
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VARNISHED CAMBRIC - RUBBER POWER CABLES - BUILDING WIRE - RADIO 


CRESCENT 


ELECTRICAL WIRES AND CABLES 
Are Meeting Today’s Special Needs 








For war housing, industrial 
wiring and interior wiring of all 


kinds. 


oO 


"CRESFLEX" Non-Metallic Sheathed Cable 





For heavy duty portable 
power leads to drills, tools, weld- 
ing and construction machinery. 


Oil Resistant. 
"IMPERIAL" Neoprene Jacketed Portable Cable 





For electric power and con- 
trol circuits aboard ship. 


SHIPBOARD CABLE 





Extensively used in shipyards, 
and for the manufacture of 
tanks, guns and planes. 
WELDING CABLE 





For general industrial power 
wiring. Widely used because 
no rubber required in construc- 
tion, and can carry larger cur- 
rents for same size copper con- 
ductors. 
Varnished Cambric Power Cable 





CRESCENT INSULATED WIRE & CABLE CO. 


TRENTON, N. J. 
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RESCENT ENDURITE SUPER-AGING INSULATION - WEATHER-PROOF WIR 
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The tough tasks of steam plant rehabilitation 
and development, will fall on engineers who 
are now serving their country in the armed 
forces, or in the never-ending battle with 
power-plant problems in war plants and in 
public utility plants supplying power to war 
plants. In this they are applying their engineer- 
ing knowledge and skills to the early conclu- 
sion of hostilities. 


When the war will have ended and Victory 
is ours, these engineers will re-direct their 
knowledge and skills from war-making activi- 
ties to the production of steam power for 
peaceful pursuits, utilizing whatever of their 
background of war experience is applicable 
to future industrial development. 


G-249T 
% 


We of Babcock & Wilcox have implicit 
confidence in their resourcefulness, confi- 
dence in their ability to continue overcoming 
almost impossible assignments. Serving other 
engineers has also kept us on our mettle, as 
evidenced by important B&W contributions 
to the continued evolution of practice in 


steam generation. 


While the war effort has first call on your 
industry's time and resources, you undoubt- 
edly have given some thought to the postwar 
power-plant problems that will confront you, 
as it is never too early for engineering plan- 
ning. B&W engineers will gladly cooperate 
with you to the utmost of their ability, consis- 
tent, of course, with war demands on their time. 
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85 LIBERTY STREET 
NEW YORK 6, N. Y. 
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DEADL Y/ .--‘Deadly” is the performance 


accredited to the Multiple-Gun Motor Carriage, by 
the U. S. Army. “Deadly” is the fire power of the 37 mm 


anti-aircraft gun and the .50 caliber machine guns, blaz- 
ing in chorus from Half-Tracks by Autocar. In Tunisia, 
within three months, it “downed 78 German planes 

for sure, and possibly more than 100.” Then on to Sicily 
... and on and on from there! ... As “deadly” perform- 
ance is Autocar’s responsibility today, so will dependable 
performance again be the responsibility of Autocar 
Trucks when war is won. Do your bit by keeping your 
pledge to the U. S. Truck Conservation Corps. 


AUTOCAR 


MANUFACTURED IN ARDMORE, PA. 
Back the Attack 
SERVICED BY FACTORY BRANCHES FROM COAST TO COAST with War Bonds! 
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; EGRY chen Writing” 
BUSINESS SYSTEMS 
HELP MEET THE 


The shortage of typists and other office help is 
ery 











— 





LABOR SHORTAGE 


being met successfully through the use of 
Business Systems. 





EGRY CONTINUOUS Forms increase the output 
of operators by 50% and more because they elimi- 
mate many time-consuming operations. Furnished 
with or without interleaved one-time carbons. 








EGRY SPEED-FEED may be attached to any stand- 
ard make rg in One minute, and with Egry 
Continuous Forms, doubles the output of the oper- 
ator—makes one machine do the work of two. 


Whether your records are 
written on the typewriter, 
billing machine, or by hand, 
there is an Egry System for every 
departmental activity. Egry Busi- 
ness Systems save time, money 
and materials, and afford com- 
: plete control over every recorded 
: transaction. To fully appreciate 
their usefulness, you should see 

them in action right in your own 
office. Free demonstrations may 
be arranged at your convenience. 








EGRY TRU-PAK Register speeds the writing of 
all h ritten records. Assures control over every 
business transaction. 












EGRY ALLSET Forms, the modern single set forms 
for speed writing all business records. Individually 
bound sets, interleaved with one-time carbons, 
ALLSETS are ready for immediate use either over 
the typewriter or when written by hand. 


THE EGRY REGISTER COMPANY - 


Complete information on re- 
quest. There is no cost or obli- 
gation. Address Dept. F-1111 





Dayton, Ohio 


EGRY CONTINUOUS FORMS LIMITED, King and Dufferin Sts., Toronto, Ontario, Canada. 


Egry maintains sales agencies in all principal cities. 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. « « « 





THE AMERICAN APPRAISAL GOMPANY 


INVESTIGATIONS, APPRAISALS AND STUDIES 
f 


or 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANOISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 











omrox OT), Bacon « Davis, anc peed 


CONSTRUCTION £ ineers 
OPERATING COSTS nginee INTANGIBLES 


VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON CHICAGO 











GANNETT. EASTMAN & FLEMING, INC. 
ENGINEERS 


Harrisburg Pennsylvania 








GILBERT ASSOCIATES, Inc. 


SPECIALISTS 


eI POWER ENGINEERING SINCE 1906 p,-hasing and Expediting, 


Steam, Electric, Gas, Hydro, 

readet and Pe SAE CO Serving Utilities and Industrials apse pegs eli 
erating etterments, 

; Reading, Pa. Original Cost Accounting, 


Inspections and Surveys, ’ 
Feed Water Treatment. Washington New York Accident Prevention. 

















J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizatiens 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 
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SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 
With Management Problems, Financing, Reorganization. 


New York 


San Francisco 











Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Vitilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 











STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING ° APPRAISALS 


BOSTON e NEWYORK e¢ CHICAGO 
SAN FRANCISCO 


e HOUSTON e PITTSBURGH 
LOS ANGELES 








THE J.G. WHITE ENGINEERING CORPORATION 





DESIGN ® CONSTRUCTION ® REPORTS ® APPRAISALS 





80 BROAD STREET, NEW YORK 








Albright & Friel Inc. 


c. Iting gE gi s 





Investigations, Valuations, and Reports 
Design and Supervision of Construction 


1520 Locust Street Phila., Penna. 


BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and _ re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 











BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 


EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 

PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 
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JACKSON & MORELAND Mark WoLrFr 
ENGINEERS 


Public Utility Consultant 
PUBLIC UTILITIES—INDUSTRIALS 











RAILROAD ELECTRIFICATION 261 Broapway, New York, N. Y. 
DESIGN AND SUPERVISION VALUATIONS i ; 
ECONOMIC AND OPERATING REPORTS Representing the Public Exclusively 
BOSTON NEW YORK Since 1914, 
JENSEN, BOWEN & FARRELL J. W. WOPAT 
Engineers Consulting Engineer 
Ann Arbor, Michigan Construction Supervision 
Appraisals - Investigations - Reports Apore ae P 
me: in connection wi 
nee WES on saad ae ‘ ban oo 1510 Lincoln Bank Tower Fort Wayne, Indiana 








A. S. SCHULMAN ELECTRIC Co. Representation in this Professional Directory 


may be obtained at very reasonable rates. 


Contractors Kindly address inquiries to: 
TRANSMISSION LiNES—UNDERGROUND Distri- ADVERTISING DEPARTMENT 
BUTION — Power STATION — INDUSTRIAL — Public Utilities Fortnightly 
ComMMERCIAL INSTALLATIONS 1038 Munsey Building 
537 Sout Dearsorn St. Cricaco Washington 4, D. C. 




















= 
e Whatever the demands of the gas in- 
dustry may be, Connelly is equipped 
to meet them. With our new laboratory for scientific 
testing of purification materials and greatly increased 
facilities for the production of Iron Sponge, Governors, 
Regulators, Back Pressure Valves and other equip- 
ment for gas purification and control, Connelly is at 
your service, ready for any emergency. 


Under the able management of Mr. A. L. Smyly, pio- 
neer in gas purification and pressure regulation, this 
organization has continued its leadership in the field, 
and the fact that Connelly products are standard in 
hundreds of the leading gas plants of the country is 
indicative of the service rendered. 









@ Mr. A. L. Smyly 
President 
ace 
nge 
Morne Co. 


IRON SPONGE and GOVERNOR Company 
CHICAGO, ILL ELIZABETH. N.J 
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Sa ices. 


THEY SAVE SPACE, TIME and METAL! 


You can still get efficient, space-saving doors with coiling upward 
action—Kinnear wooD Rolling Doors- eir durability and service 
have been thoroughly proved over many years! 

Constructed of strong, inte apped coil out of the way 


above the opening, mai and require no 
usable fi ili either stora eration. ey 
d 


offer a high e 0 and block ov d and weather. 

Kinnear Wood Rolling Doors are available in any size, with motor, 

manual or mechanical operation. Write for details! The Kinnear Mfg. 
Co., 2060-80 Fields Ave-, Columbus 16, Ohio. 


Be 
OLLIAIG DOORS 
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pee Fortnightly lists below the advertisers in this issue for ready i 
ence. Their products and services cover a wide range of utility needs. 
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*Addressograph-Multigraph Corp. ....... 
Albright & Friel, Inc., Engineers 
Aluminum Co. of America 

American Appraisal Company, The .. 
Autocar Company 
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Barber Gas Burner Company, The .... 
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Black & Veatch, Consulting Engineers 
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Carpenter Manufacturing Company 

Carter, Earl L., Consulting Engineer 

Cleveland Trencher Co., The 

Combustion Engineering Company, Ine. ..... Fr 
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Crescent Insulated Wire & Cable Co., Ine. ........ 43 
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Davey Compressor Company 
Davey Tree Expert Company 
Day & Zimmermann, Inc., Engineers ... 
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Lavino, E. J., and Company 
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Merco Nordstrom Valve Company 

Mercoid Corporation, The 
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*National Production Company ................ eas gcc 
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*Pennsylvania Transformer Company 
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Railway & Industrial Engineering Company... 
Recording & Statistical Corp. .................. 

Remington Rand Inc. 
Ric-wiL C pany, The 
Ridge Tool Company, The 
Riley Stoker Corporation 
Robertshaw Ther tat Co. 
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Sanderson & Porter, Engineers 

Sangamo Electric Company 

Sargent & Lundy, Engineers 

Schulman, A. S., Electric Co., Contractors 
Stone & Webster Engineering Corporation ........ 
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White, J. G., Engineering Corporation, The 
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Wopat, J. W., Consulting Engineer 
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Save to Win 
ith these four simple rules 
of battery care: 


. Keep adding approved water at 
t regular intervals. Most local water 
, is safe. Ask us if yours is safe. 


Keep the top of the battery and 
battery container clean and dry at 
all times. This will assure maximum 
protection of the inner parts. 


Keep the battery fully charged— 
but avoid excessive over-charge. 
A storage battery will last longer 
when charged at its proper voltage. 


04 Record water additions, voltage, 

and gravity readings. Don't trust 
your memory. Write down a com- 
plete record of your battery's life 
history. Compare readings. 


If you wish more detailed information, or 
have a special battery maintenance prob- 
lem, don't hesitate to write to Exide. 
We want you to get the long-life built 
into every Exide Battery. Ask for booklet 
Form 3225. 





Exide — 


CHLORIDE 
BATTERIES 


...is a vital principle 


of utility operation! 


Conservation of materials is no new story 
to the men who operate public utilities. 
With thrift and efficiency they have always 
planned for conservation. 


They’ve squeezed the last ounce of use 
out of materials and equipment in their 
care . . . and today, that need is intensified. 


One helpful principle to follow is that of 
“Buy to Last—Save to Win.” Buy quality 
products and equipment, then care for it to 
avoid needless replacement. That conserves 
raw materials, labor, and space in factories. 
It frees these productive elements for essen- 
tial war production. 


THE ELECTRIC STORAGE BATTERY CO. 
Philadelphia 


Exide Batteries of Canada, Limited, Toronto 
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“It seems to me that an attempt to standardize heavy 


apparatus is timely and can be carried out without inter 


fering with progress in design.” 


AMONG the responses to General 
Electric's proposal advocating 
further standardization of power appa- 
rafus, this comment from New England 
strikes a particularly pertinent note. It 
recognizes the fact that standardization 
need not mean the freezing of design. 

Indeed, development of designs for 
repetitive manufacture often involves 
more real pioneering than a succession 
of “tailoring” jobs. G-E  metal-clad 
switchgear is a case in point, where 
improvement continues year after year. 
Our wartime mass production of tur- 
bines for ship propulsion has also 
moved hand in hand with increasingly 
efficient design. 

In this same letter, the writer goes 


on to say: “Savings in both manufa 
ture and adapfation will certainly re 
sult from this program. We will be 
pleased to co-operate with you.” 

It is such willingness to co-operate! 
we believe, that will: make this ple 
bring about lower equipment! costs 
Builders and users must work together. 
They must be willing to accept mino 
limitations on individual preferences 
for the sake of major gains over allj 
That is why we are anxious {o have 
you explore the proposal with your 
associates, bringing .to our, aifention 
any unanswered questions’ that maj 
arise. General Electric, Schenectac'y, N. t 


GENERAL @ ELECTRIC 
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